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STATE SOCIETY ACTIVITIES 














Calendar of Events 


September 20—8 P.M.—Meeting of 
the Board of Directors and Chair- 
men of Committees. 


October 7—Regular Meeting of the 
Board of Directors. 


October 18—7:30 P.M.— Society 
Meeting. Speaker: Major-General 
Arthur H. Carter. Location: Wal- 
dorf-Astoria Hotel, Lexington 
Avenue and 49th Street, New York 
City. 

October 18-21—56th Annual Meet- 
ing of the American Institute 
of Accountants, Waldorf-Astoria 
Hotel, New York City. 


October Meeting 


The regular October meeting of 
the Society will be held on Monday 
evening, October 18th in the Grand 
Ballroom of the Waldorf-Astoria 
Hotel. The speaker of the evening 
will be a former president of the 
Society, Major-General Arthur H. 
Carter, who will have a message of 
vital importance to every member of 
the profession. This Society meet- 
ing will open the 56th Annual Meet- 
ing of the American Institute of Ac- 
countants, which is being held from 
October 18th through October 21st. 
Full details of the Society meeting 
and the Institute’s Annual meeting 
will be sent to the membership 
shortly. 


Year Book and Address Changes 


The 1943 Year Book of the So- 
ciety will be printed listing the mem- 
bership as of October 7, 1943. Dur- 
ing the summer an address question- 
naire was sent to every member and 
addresses will be printed as shown 


September, 1943 


on the Society’s records unless cor- 
rection is received by October 7th. 

Your attention is again called to 
the ruling of the Board of Directors 
that in the future, the members will 
be responsible for reporting changes 
in address and that no follow up of 
members for address listings will be 
made for future printings of the So- 
ciety’s Year Book and Directory of 
Members. 


Dues Rates 


The amendments to Article II, 
Paragraphs 1-5 and Article IV which 
were approved at the meeting of 
May 10, 1943, become effective Oc- 
tober Ist. 

Each member will receive with his 
October dues bill a card giving the 
revised By-Laws as they affect the 
dues of members. The changes in 
dues effect mainly those who are 
located in cities which have chapters 
and those who are subject to ad- 
vancement during the next three 
months from the reduced rate to the 
full rate. 


Refresher Course in Writing 


The Refresher Course in Writing, 
conducted by John Mantle Clapp, 
will be held at the Society’s rooms 
on Monday evenings beginning Sep- 
tember 27th. In these informal 
clinics definite measurement ratios 
are developed through analysis of 
current material by which to check 
and review the writing of reports, 
comments, instructions, etc., elim- 
inating ambiguity, monotony, and 
securing detail correctness, concise- 
ness, and effective organization. The 
membership fee for ten sessions is 
$25.00 Flexible attendance provi- 
sions. Information may be obtained 
from the Society’s office. 
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ES 
Vincent B. Haggerty 


Vincent B. Haggerty, a member 
of the Society since November, 1932, 
died suddenly on July 27, 1943, at 
the age of 55. 


Irving Levine 


Word has just been received by 
the Society of the death in service 
of Irving Levine, Apprentice Sea- 
man in the U. S. Navy, on August 
28, 1943. Mr. Levine was a member 


of the Society since September 1940, 
and is the third member of the So- 
ciety in the service to have died in 
action. 


P. Reginald Herington 
P. Reginald Herington, a member 


of the Society since June, 1910, 
passed away on August 2, 1943. 


The Society has suffered a great 
loss in the passing of these valued 
and esteemed members. 








Somewhere... 


an American sailor’s life has just been saved by 
a transfusion of blood, collected by the Red 
Cross and put on his ship by the Red Cross. 
Remember this when you're asked to give or 


give again to the RED CROSS WAR FUND 
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| RECENT PUBLICATIONS 











ACCOUNTING IN THE ADMINISTRATION 

oF LARGE BUSINESS ENTERPRISES 
By Charles A. Heiss 
Harvard University Press, Cambridge, 

Mass., 1943. 
68 pages, $1.25 

The author brings to these lec- 
tures on the function and responsi- 
bilities of the administrative ac- 
countant the experience of a long 
and active career during which he 
was Comptroller of the American 
Telephone and Telegraph Corpora- 
tion from 1920 to 1943. Although 
the illustrations are taken largely 
from the telephone industry, the 
problems and accounting and statis- 
tical activities which he presents are 
fundamental to any large business 
enterprise. 


DicKINSON LEcTURES IN ACCOUNTING 

By George O. May, Sir Laurence 
Halsey and William A. Paton 

Harvard University Press, Cambridge, 
Mass., 1943. 

131 pages, $2.00. 


The papers given in the first three 
years of the Dickinson lectureship 
are here brought together in one 
volume: Improvements in Financial 
Accounts, by George O. May; The 


Position of the Public Accountant in 
Relation to Business and Govern- 
ment in Great Britain, by Sir Laurence 
Halsey; and Recent and Prospective 
Developments in Accounting Theory 
by William A. Paton. These lec- 
tures throw much light on questions 
of prime concern to the accounting 
profession: how far it can be streng- 
thened by striving for perfections 
incompatible with the nature of ac- 
counting as the record of a continu- 
ing process, and by having its rules 
determined by external regulatory 
authority, rather than developed from 
within. 


New York Laws 
Affecting Business Corporations 

(Annotated) 

United States Corporation Co., 1943 
620 pages, $2.00. 

This is the twenty-fourth edition 
of this work, revised to April 26, 
1943, and includes changes in perti- 
nent sections of the Tax Law, ema- 
nating from the 1943 session of the 
New York State Legislature. Be- 
sides the statutes, it includes liberal 
annotations of judicial decisions in 
the form of abstracts, in the court’s 
exact language, with numerous cita- 
tions of supporting cases. 


If you can’t go across— 


COME ACROSS 


BUY 
UNITED STATES 
WAR BONDS anv STAMPS 


1943 
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Successful Candidates at New York State 
C.P.A. Examinations, April, 1943 


The names of ali persons who passed the April, 1943 examinations given 
by New York State to those who would become certified public accountants 
have been received by the Society from the State Education Department. 


These successful candidates 


are now eligible for a certificate as a C.P.A. 
provided they have submitted satisfactory evidence to the Education 
Department of the State of good moral character and evidence of academic 


and professional qualifications for the public practice of accountancy. 


The list is as follows: 


Abraham, John Aloysius 
Abrams, William 
Adams, John N, 
Addison, Victor George 
Adler, Samuel 
Agress, Samuel 
Alcott, Morris 
Alexander, David 
Alford, Francis J. 
Altman, Morris 
Altman, Morris 
Andrews, Byron F. 
Apfel, Harry 
Apfel, Mitchell Paul 
Apotheker, Meyer 
Areskog, Magnus E. 
Auslander, Meyer 
Averson, David H. 
Baldridge, Henry L. 
Barbieri, Joseph G. 
Barnett, Jacob 
Baum, Morris 
Beiser, Louis J. 
Berkowitz, Max 
Berman, Louis J. 
Berman, Michael 
Berman, Paul H. 
Bernard, Milton M. 
Bernstein, Benjamin 
Bernstein, Sidney 
Betts, Edward K, 
Betzig, Carl K. 
Binder, Jacob 
Birnbaum, Bernard P. 
Birnbaum, Emanuel 
Black, Daniel Joseph 
Bloom, Milton 
Bochner, Jerome 
Bogner, Bert 
Borst, George O. 
Bouer, Allie 
Boyle, John J. 
Brady, John F. 
Brandely, Robert G. 
Brown, Maurice R. 
Brown, Nathan E. 
Buba, Henry H. 
3ulla, Maximilian 
Burns, Howard J. 
Burstein, Harry 
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45-28—41st St., Long Island City, N. Y. 
959—50th St., Brooklyn, N. Y. 

378 Sea Cliff Ave., Sea Cliff, N. Y. 

47 First Ave., East Rockaway, N. Y. 
1591 E. 172nd St., New York, N. Y. 
3341 Reservoir Oval, Bronx, N. Y. 

1312 Sheridan Ave., New York, N. Y. 
4600—9th Ave., Brooklyn, N. Y. 

100 W. 91st St., New York, N. Y 

10 Park View Terrace, New York, i i's 
3031 Holland Ave., New York, N. Y. 
190-54—112th Ave., Hollis, L. I., N. Y. 
884—49th St., Brooklyn, N. Y. 

1995 Creston Ave., Bronx, N. Y. 

1652 Popham Ave., Bronx, N. Y. 

29 Oakmere Drive, Baldwin,’ L. I., N. Y. 
607 Jerome St., Brooklyn, N. Y. 

1780 Davidson Ave., Bronx, N. Y. 


115-25—84th Ave., Kew Gardens, L. I., N.Y. 


2261 Creston Ave., Bronx, N. Y. 

175 Broadway, Passaic, N. J. 

89-21—169th St., Jamaica, L. I., N. Y. 

2790 Grand Concourse, Bronx, N. Y. 

806 Eastern Parkway, Brooklyn, N. Y. 

254 E. 184th St., Bronx, N. Y. 

2406 Walton Ave., Bronx, N. Y. 

706 Riverside Drive, New York, N. Y. 

500—5Sth Ave., New York, N. Y. 

30 Clinton Pl., New Rochelle, N. Y. 

645 Eastern Parkway, Brooklyn, N. Y. 

62 Elmwood Drive, E. Paterson, a. Je 
252 Madison Rd., Scarsdale, N. 

165 E. 179th St., New York, N. y 

641 E. 12th St, New York, N. Y. 


2907 Kingsbridge Terrace, New York, N. Y. 


1819 Beverly Road, Brooklyn, N. Y. 
65 W. 192nd St., New York, N. Y. 
1529 Dahill Road, Brooklyn, N. Y. 
3467 DeKalb Ave., Bronx, N. Y. 

2301 Creston Ave., New York, N. Y. 
1802 Ocean Parkway, Brooklyn, N. Y. 
64-60—82nd St., Middle Village, N. Y. 
4043 Case St., Elmhurst, L. I., N. Y. 
86-30—108th St., Richmond Hill, N. Y 
552 Westmoreland Ave., Syracuse, N. Y. 
1510 Ocean Parkway, Brooklyn, N. Y. 
10 W. 61st St., New York, N. Y. 

202 Riverside Drive, New York, N. Y. 
2215 Gleason Ave., New York, N. Y. 
208 Grafton St., Brooklyn, Nees 
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Successful Candidates at New York State C.P.A. Examinations, April, 1943 


Bussin, Benjamin 50 Broad St., Bloomfield, N. 

Butterfield, Alfred D. 59 Maple Ave., Tuckahoe, L. a ¥: 
Campbell, Arthur Franklin 150-32—87th Road, Jamaica, L Aa S ¥. 
Cavallaro, George N. 24-05—28th St., Astoria, L. I., N 

Charnak, Jerome 13 417 Arthur Ave., Endicott, N. Y. 
Cimicata, Carmen 700 Park.Avenue, Hoboken, N. J. 
Clayton, James Wilbur 39 Johnson Road, West Orange, N. J. 
Cohen, David 1704 Morris Ave., New York, N. Y. 
Cohen, Harry H. 52 Sycamore St., Albany, N. Y. 

Cohen, Norman 699 Saratoga Ave., Brooklyn, N. Y. 

Cole, Walter Arthur 1020—45th St., Brooklyn, N. Y. 

Colella, Victor Francis 1073 St. Marks Ave., Brooklyn, N. Y. 
Conley, William George 93 Hilbert St., Hempstead, a i, B, %. 
Connolly, John Joseph 955 Walton Ave., Bronx, N. 

Craig, Allen E. R. 47 Woodland Way, Manhasset, ‘ Ey Ne ¥: 
Craig, James Hunter 4445 Post Road, New York, N. Y. 

Craw, Ronald A. 32-04—85th St., Jackson Heights, L. I., N. Y. 
Crawford, Harold Conrad Old Mill Road, Matawan, N. J. 

Crawley, Frank P. Harriman Ave., Sloatsburg, N. Y. 
Culley, Bernard E. 93 Virginia Ave., Jersey City, N. J. 
Dahlgren, Carl B. 2090 Broadway, San Francisco, Calif. 
Davis, Robert Selwyn 124 Pierrepont St., Brooklyn, N. Y. 
Dechter, Charles 131 Sutter Ave., Brooklyn, N. Y. 

Dierkes, Hubert J. 9303—95th St., Woodhaven, BE §. Ne, 
Dlugin, Isidore 2685 University Ave., Bronx, N. Y. 
Donow, Jack Herbert 917 E. 26th St., Brooklyn, N. Y. 

Dowd, Thomas F., Jr. 481 William St., East Orange, N. J. 
Dowdell, Louis Pierce, Jr. 1006 Blandford Ave., Columbus, Ga. 
Dowell, Harold M. 360 Sharon Ave., W. N. Brighton, S. I., N. Y. 
Dudley, Charles L. ry Broadway, c/o Stagg, Mather & Hough, New York, N. Y. 
Dunk, Sidney M. 43 E. Virginia Blvd., Jamestown, N. Y. 
Dziuban, Stanley John 710 Warburton Ave., Yonkers, N. Y. 
Eisenberg, William K. 360 Cabrini Blvd., New York, N.Y. 
Englander, Ralph 145 W. 71st St., New York, N. Y. 
Engren, George Magnus 205 Carlton Drive, Syracuse, N. Y. 
Escoett, Jay 1435 Lexington Ave., New York, N. Y. 
Eynard, Eugene A. 6032 Saunders St., Elmhurst, L. I., N. Y. 
Falcone, Ralph A. 66 Buchanan Place, Bronx, N Y. 
Feinman, Seymour 66 St. Paul’s Place, Brooklyn, N. Y. 
Feinstein, Samuel K. 10 Monroe St., New York, N. Y. 
Felsinger, Mortimer Nathaniel 1535 E. 31st St., Brooklyn, N. Y. 

Fennell, Matthew Irving 245 W. 104th St., New York, N. Y. 
Fields, Sydney H. 1784 Prospect Place, Brooklyn, N. Y. 
Fleischer, Paul D. 210 W. 262nd St., New York, N. Y. 
Fleitman, Robert 2830 Grand Concourse, Bronx, N. Y. 
Fowles, Norman O. 118-48—223rd St., St. Albans, L. I., N. Y. 
Fredericks, David H. 490 W. 187th St., New York, N. Y. 
Friedlander, William 1814 E. 17th St., Brooklyn, N. Y. 
Friedman, Michael 1947—71st St., Brooklyn, N. we 
Friedman, Nathaniel 33 W. 42nd St., New York, As 

Fritz, Jacob 2386 Walton Ave., Bronx, x ¥. 

Fuchs, J. Aaron 346 Long Beach Road, Rockville Center, L. I., N. Y. 
Fullam, Charles F. 748 E.-10th St., Brooklyn, N. Y. 
Garfunkel, Irving Leonard 14 Washington Place, New York, N. Y. 
Gerald, Leo Fe Corsa Ave., Bronx, N.Y. 

Gersh, Barnet 1521 Ocean Ave., Brooklyn, N. Y. 
Gersmann, John J. 320 Sterling St., Brooklyn, N: ¥: 

Gilbert, Stephen R. 317 Chester St., Brooklyn, N. Y. 
Gladstein, Bernard 744 Greene Ave., Brooklyn, N. Y. 
Glatzer, Arthur Nomer 140 Riverside Drive, New York, N. Y. 
Goldberg, Paul K. 1097 Dumont Ave., Brooklyn, N. Y. 
Goldsmith, Henry A. 153-15—89th Ave., Jamaica, L. I., N. Y. 
Goldstein, Emanuel 2099 E. 21st St., Brooklyn, N. Y. 
Goldstein, Hyman 65-36 Wetherole St., Forest Hills W., L. I., N. Y. 
Goldstein, Louis 1165 Eastern Parkway, Brooklyn, N. "Y. 
Goldstone, William 1776 Broadway, New York, N. Y. 
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Gotwisner, Harry 
Gowland, Russel Herbert 
Graf, Joseph 

Greenberg, Lawrence 
Greenberg, Max 
Greenfield, Murry L. 
Griffin, Le Roy B. 

Gross, Charles 

Gross, Irving H. 

Grun, Alfred Eric 
Gruskin, Alex 

Guilmette, Theodore A. 
Gumpel, Heinz Joachim 
Gutman, Harry Bernard 
Hains, William S. 

Hall, Hubert B. 
Hamilton, James Collins 
Harris, H. Jerome 
Hartzband, Arthur M. 
Heffern, James H. 
Hettenbach, Harold F, 
Hildebrand, Jack Charles 
Hirsh, Bernard Paul 
Hitchman, Max W. 
Hogan, James Joseph, Jr. 
Holmstrem, Boris V 
Housman, Laurence I. 
Humphrey, Amos Tillison 
Hylind, Ralph R. 
Ingram, Francis A, 
Irwin, Louis 

Itzkowitz, Abraham Irving 
Itzkowitz, Reuben 
Jacobs, Arthur 

Jacobs, Jack 

Jacobson, Jack 

Johnson, Arnold Peter 
Johnson, Walter 
Johnston, William E. H. 
Jones, Joseph T. 

Kahn, Herman M. 
Kahn, Samuel P. 

Kahn, Seth E. 

Kalisher, Louis 
Kalkstein, Paul 
Kanofsky, Seymour 
Kaswell, Benjamin 
Kern, Charles S. 

Kertell, August Bauer 
Klein, Walter 

Klinger, Julius Erich 
Klipper, George J. 
Korotkin, Arthur 

Krafft, Ludwig A. 
Kraft, Herman Bernard 
Kraus, Oscar 

Krist, Erwin F. 
Krostich, Samuel A. 
Krotenberg, Maurice 
Kruger, Charles Franklin 
Lacks, Jonas 

Land, Walter J. 
Langberg, Leon J. 
Langs, George 

Larkin, Eugene Lawrence 
Larson, Eric G. 
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349 Alabama Ave., Brooklyn, N. Y. 
374 No. Forest Rd., Williamsville, N. Y. 
83-15—116th St., Kew Gardens, L. L., N. Y. 
2147 E. 17th St., Brooklyn, BY. 

855 E. 175th St., New York, N. Y. 

1978 Belmont Ave., New York, N. Y. 

47 Hill St., Floral Park, N. Y. 

240 E. 5th St., New York, N. Y. 

123 William St., New York, N. Y. 

148 W. 91st St., New York, N. Y. 

1224 Avenue N, Brooklyn, N. Y, 

420 Knox St., Ogdensburg, N. Y. 

500 Riverside Drive, New York, N. Y. 
690 Academy St., New York, N. Y. 
6801—19th Ave., c/o Satten, Brooklyn, N. Y. 
29 W. 7lst St. New York, N. Y. 

251 Doncaster Road, Kenmore, NOY: 

280 Madison Ave., New York, N. Y. 

9 Rochelle Terrace, Mt. Vernon, N. X. 
715 Crescent Ave., Buffalo, N. Y. 

146 Sylvan Ave., Leonia, N. J. 

1025 Boynton Ave., New York, N. Y. 

291 Broadway, New York, N. Y. 
Sykesville, Maryland 

5 Hawthorne Place, Orange, N. J. 
35-56—77th St., Jackson Heights, L. I, N. Y. 
1838 Prospect Place, Brooklyn, N. Y. 
2320 Grand Ave., Bronx, N. Y. 

25 Howard Place, Brooklyn, N. Y. 

5 Center St., Chatham, N. J. 

35-24—78th St., Jackson Heights, L. I., N. Y. 
439 Sackman St., Brooklyn, N. Y. 

4740 Bedford Ave., Brooklyn, N. Y. 
30-60—29th St., Astoria, L. I., N. Y. 

1521 Unionport Road, New York, N. Y. 
1504 Metropolitan Ave., New York, N. Y. 
37 South Hillside Ave., a, N. 
2922 Wilson Ave., New York, N. 

129 Primrose Ave., Mount V —— <n pe 
687 W. 204th St., New York, N. 

385 Morris St., Albany, N.Y. 

1179 E. 12th St., Brooklyn, N. Y. 

1420 Grand Concourse, New York, N. Y. 
2825 Claflin Ave., New York, N. Y. 

1415 W. 8th St., Brooklyn, N. Y. 

220 W. 21st St., New York, N. Y. 
751:Walton Ave., Bronx, N. Y. 

565 Auburn Ave., Buffalo, N. Y. 
150-02—88th Ave., Jamaica, N. Y. 

1120 Wyatt St., Bronx, N. Y. 

136 W. 75th St., New York, N. Y. 

1565 Odell St., Bronx, N. Y. 

97 Homestead Ave., Albany, N. Y. 
42-10—82nd St., Elmhurst, L. I., N. Y. 
530 W. 113th St., New York, N. Y. 

98 Riverside Drive, New York, N. Y. 

8701 Shore Road, Brooklyn, N. Y. 
9450—110th Ave., Ozone Park, N. Y. 

630 Manida St., Bronx, N. Y. 

60 Main St., Hastings-on-Hudson, N. Y. 
7 Dana Ave., Albany, N. Y. 

835 Trinity Ave., New York, N. Y. 

1773 E. 12th St., Brooklyn, N. Y. 

383 E. 17th St., Brooklyn, N. Y. 

3486 Cannon Place, New York, N. Y. 
8001 Fort Hamilton Parkway, Brooklyn, N. Y. 
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Successful Candidates at New York State C.P.A. Examinations, April, 1943 


Laskow, Seymour 1665 Vyse Ave., New York, N. Y. 
Lathan, Stewart Hallock 276 Huntington Ave., Buffalo, N. Y. 
Leary, Ernest Clinton 885 E. 38th St., Brooklyn, N Y. 
Leventhal, Frank 1877 Ocean Ave., Brooklyn, N. Y. 
Levine, Jack 40 Jackson St., New York, N. Y. 
Levine, Morris L. 19 Micieli Place, Brooklyn, N. Y. 
Levy, George Ira 111-50—76th Road, Forest Hills, L. I., N. Y. 
Lewit, Solomon 271 E. 164th St., New York, N. Y. 
Lichtenthal, Murray L. 1046 Hopkinson Ave., Brooklyn, N. Y. 
Lieberman, George 482 E. 167th St., New York, N. Y. 
Lindsey, Walter Ralston 132 Tenafly Road, Englewood, N. J. 
Linka, Murray M. 358 Montgomery St., Brooklyn, N. Y. 
Linter, Arthur W. 1800 E, 12th: St., Brooklyn, N. Y. 
Litt, Sidney 383 E. 17th St., Brooklyn, N. Y. 
Livingston, Jay Joshua 114 E. 32nd St., New York, N. Y. 
Longo, Samuel Rafael 602 Avenue T, Brooklyn, N. Y. 
Lowenberg, Leo 101 Ocean Parkway, Brooklyn, N. ¥. 
Lowenstein, Robert Carr 22 E. 88th St., New York, N. Y. 
Lubow, Irving 143 Linden Bivd., Brooklyn, N. Y. 
Lupchansky, David 289 Lenox Road, Brooklyn, N. Y. 
Lyons, Nelson 3357—213th St., Bayside, N. Y. 
McAuliffe, James J. 72-15—37th Ave., Jackson Heights, L. I., N. Y. 
McCormick, Eleanor 1827 E. 18th St., Brooklyn, N. Y. 
McGowan, Joseph F. 58 Linden Blvd., Brooklyn, N. Y. 
McLaughlin, Wilfrid 

Crittenden Brentshire Village, Pyramid Drive, Pittsburgh, Pa. 
McSweeney, Martin F. 808 Lafayette Bldg., Buffalo, N. Y. 
McWhinnie, Thurlow W. 19 E. Janis St., R. D. #1, Hudson, N. Y. 
Maher, John 271 Stewart Ave., Arlington, N. J. 
Mairs, J. Hamilton 3569 Broadway, New York, N. Y. 
Malanga, Dominick L. 500 W. 114th St., New York, N. Y. 
Maltzman, Samuel 1003 Lenox Road, Brooklyn, N. Y. 
Mandell, Charles H. 320 Broadway, New York, N. Y. 
Margolin, Charles 11 Coolidge Ave., White Plains, N. Y. 
Margules, Morris 784 Rugby Road, Brooklyn, N. Y. 
Margulies, Solomon 2028—69th St., Brooklyn, N. Y. 
Martin, Lester I. 523 Gotham St., Watertown, N. Y. 
Mason, Eli 719 E, 9th St., New York, N. Y. 
Matteson, George J. So. Onondaga St., Nedrow, N. Y. 
Mayer, Robert H. 67-58 Exeter St., Forest Hills, L. I., N. Y. 
Meiman, Julius Hdar. Overseas Staging Area, +. _Dix, N. J. 
Meng, Harold A. 245 Vernon Place, Rochester, N. 
Merman, Hyman S. 867 Hornaday Place, Bronx, N. v. 
Messinger, Aaron H. 105 Arden St., New York, N. Y. 
Metzger, Ralph, Jr. 9 Prospect Park West, Brooklyn, N. Y. 
Miller, A. Edward 8001 Bay Parkway, Brooklyn, N. Y. 
Miller, Leon Allan 869 E. 164th St., New York, N. ¥; 
Mintz, Maximilian 3204 Oxford Ave., New York, N. Y. 


Morris, Thomas Almerin 194 Wheaton Place, Rutherford, N. J. 
Morrissey, Gerald Jerome 35-63—89th St., Jackson Heights, BE. Fy Re ¥. 


Morton, Arthur S. 1440 Broadway, New York, N. Y 
Mufson, Julius 1688 Morris Ave., New York, N. Y. 
Mulvihill, Christopher P. 150—95th St., Brooklyn, N. Y. 
Nadel, David 285 Madison Ave., New York, N. Y. 
Neiman, Nathan 751 St. Marks Ave., Brooklyn, N. Y. 
Nelson, Harold C. 77—87th St., Brooklyn, N. Y. 
Nemerov, Harry 191 E. 42nd St., Brooklyn, N. Y. 
Neracker, Gladys D. 275 Howard Road, Goldwater, N. Y. 
Newman, Louis 3556 Rochambeau Ave., New York, N. Y. 
Nicol, Alexander D. 206 Jewett Ave., Jersey City, N. J. 
Niles, Henry Edward Bay Shore, L. a 

Normandin, Fabian R. 112-29—198th St., Hollis, Bey de NY: 
Nussbaum, Murray 2080 Wallace Ave., New York, N. Y. 
Odes, Alexander 2810 Morris Ave., Bronx, N. Y. 
Odes, Samuel 28 Sterling St., Brooklyn, N. Y. 
Oleske, Joseph Arthur 1438—43rd St., North Bergen, N. J. 
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Olnick, Norman 1400 Ocean Ave., Brooklyn, N. Y. 
Olshever, Irving A. 157 E. 95th St., New York, N. Y. 
Olsson, Joseph 84-51 Beverly Road, Kew Gardens, L. I., N. Y. 
Ortleb, George E. 131-10—225th St., Laurelton, ry rN: Y. 
Osgood, Joseph Otis, Jr. 57 W. 12th St., New York, N. 
Parker, Jerome Charles 34-33—43rd St., Astoria, L. I., = ce 
Pearlman, Sidney 103-27—114th St., Richmond Hill, | ees Se 
Perlman, Samuel 1491 Macombs Road, Bronx, N. y. 
Persbacker, Victor L. 754 E. 23rd St., Brooklyn, N. Y. 
Phillips, Herman H. 1952 E, 16th St., Brooklyn, N. Y. 
Phillips, John 122 Monmouth St., Trenton, N. J. 
Plapinger, David 675 Walton Ave., New York, N. Y 
Platto, Irving 150 Lefferts Ave., Brooklyn, N. Y. 
Polakoff, Samuel M. 1360 Ocean Ave., Brooklyn, N. Y. 
Powelson, Stephen Van Nest 503 W. 121st St., New York, N. Y. 
Rabinowitz, Isidore 1026 E. 179th St., New York, N. Y. 
Rabois, David 53 W. 94th St., New York, N. Y 
Rashbaum, Frank G. 232 Morris St., Albany, N. Y. 
Reiter, Samuel N. 1915 Fulton St., Brooklyn, N. Y. 
Richter, Paul 28-30—34th St., Astoria, L. I., N. Y. 
Riedell, Charles Ernest 30 Broad St., New Mesionics N.Y. 
Ripel, Joseph P. 14-12—30th Ave., Astoria, L. I., N. Y. 
Roberts, Max 28-15—34th St., Astoria, L. 1 N.Y | 
Roseman, Abraham 1460 College Ave., New York, N. Y. . 
Rosenberg, Morris H. 554 Linden Ave., Buffalo, N. Y. : 
Rosenberg, Samuel E. 67-49 Groton St., Forest Hills, L. I., N. Y. . 
Rosenbloom, Jacob . 

Shmaryohu 954 Jefferson Ave., Brooklyn, N. Y. : 
Rosengarten, Nathan 1108—53rd St., Brooklyn, N. Y. 
Rosenthal, Nat. C. 325 E. 77th St., New York, N. Y. ’ 
Rubinovitz, George 90 Sterling St., Brooklyn, N.Y. ; 
Ruzow, Theodore Morton 88 Bajart Place, Yonkers, N. Y. ’ 
Salwen, Leonard 1075 Grand Concourse, N. Y. 1 
Sanford, Jack J. 5609—15th Ave., Brooklyn, N. Y. ’ 
Santos, Sergio Esteban 112 Delaware Ave., Ithaca, N. Y. 1 
Sargent, Laurence D. 1933—68th St., Brooklyn, N. Y. \ 
Satz, Abraham 3472 Knox Place, New York, N. Y. \ 
Scherer, Archie 2335 Valentine Ave., Bronx, N. Y. \ 
Schiebel, Judson F. 101 Lincoln Road, Brooklyn, N. Y. \ 
Schneider, William A. 68 Dartmouth St., Williston Park, N. Y. \ 
Schnur, Irving I. 152 W. 42nd St., New York, N. Y. \ 
Schoen, Simon I. 45 Tehama St., Brooklyn, N. Y. \ 
Schreiber, George 102-54—63rd Ave., Forest Hills, L. I., N. Y. \ 
Schumacher, Richard, Jr. 114-69—211th St., St. Albans, L. I., N. Y. \ 
Schwach, Emanuel 123 William St., New York, N. Y. 7 
Schwartz, Gerald 544 Bristol St., Brooklyn, N. Y. 
Schwartz, Leo 945 E. 94th St., Brooklyn, N.Y. 
Seeman, Charles D. 939 W oodycrest Ave., New York, N. Y. 
Seewald, Arthur 1633 W. 13th St., Brooklyn, N.Y. 
Seider, Henry Malcolm 84 Garner Lane, Bayshore, j PRD ae ad i 
Selden, Louis 2185 Grand Concourse, Bronx, N. Y. j 
Shay, Carlton C. R. D. #1, Canastota, N. Y. : 
Shea, William Joseph 7716 Tenth Ave., Brooklyn, N. Y. 
Shechet, David 1695 Hoe Ave., New York, N. Y. 
Shepard, Burton L. 57 W. 75th St., New York, N. Y. 
Shilts, Allan R. 91 Delofield Place, W. Brighton, S. I., N. Y. 
Shine, Jacob D. 2233 E. 23rd St., Brooklyn, N. Y. 
Shor, Edwin G. 565 Crown St., Brooklyn, N. Y. 
Shure, Arthur L. 521 Fifth Ave., New York, N. Y. 
Siegel, David A. toe Metropolitan Ave., Bronx, N. Y. 
Siegel, Irving 585 E. 14th St., Brooklyn, N. Y. 
Sieger, Heinz Hotel Ansonia, Broadw ay at 73rd St., New York, N. Y. 
Silett, Harry 1820 E. 13th St., prophiye. 1 ia 
Silverstein, Isaac Sam 1599 Bathgate Ave., Bronx, N. Y. 
Siwek, Rubin M. 2730 Sedgwick Ave., New York, N. Y. 
Smith, Herschel 200 Dyckman St., New York, N. Y 
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Successful Candidates at New York State C.P.A. Examinations, April, 1943 


Smith, Seward G. 
Smyrk, Albert V. 

Sokol, Bernard 

Solberg, Walter 
Solomon, William A. 
Sonet, Samuel 

Spaulder, Jules 

Stein, Abraham Ber 
Stenzler, Mervin 

Stern, Max Monroe 
Stiles, Milton Donald 
Stoller, Harold Allen 
Strauss, Herbert 
Strauss, Otto W. 
Swinebroad, Lloyd Everette 
Tangorra, Frank 
Teitelbaum, Bernard 
Thompson, Thomas Joseph 
Tinow, Irving 

Tracht, Raymond 
Trapani, Paul M. 
Tupper, Perrin J. 

Tveter, Fredrik 
Unthank, George L. 

Van Damm, Stanley Phillips 
Vincent, Claude G 
Wachs, Harold D. 
Wachsman, Harry 
Wachtel, Joshua 

Wadler, Abraham L. 
Wallace, Jesse 
Warshaw, Matt S. 
Watson, William Conner 
Wedlake, George Frederick 
Weinberg, Meyer 
Weinberg, Morton 
Weinick, Milton 
Weisgrau, Morris S. 
Wellner, Herbert C. 
Wexler, Otto Arthur 
Wiesel, Israel S. 

Wolf, Joseph Bernard 
Wolf, Morton 

Wolpert, Bernard 
Youngworth, Morris 
Zamenick, John Joseph 
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1555 Culver Road, Rochester, N. Y. 
219 St. John’s Place, Brooklyn, N. Y. 
3150 Rochambeau Ave., New York, N. Y. 
55 Ridge Ave., Park Ridge, N. J. 

7101 Shore Road, Brooklyn, N. Y. 
342 Madison Ave., New York, N. Y. 
2104 Aqueduct Ave., New York, N. Y. 
162 W. 86th St., New York, N. Y. 

105 E. 24th St., New York, N. Y. 

630 W. 170th St., New York, N. Y. 

1 Greenwood Ave., Wyckoff, N. J. 
1237 Woodycrest Ave., New York, N. Y. 
220 W. 98th St., New York, N. Y 

22 Thornbury Road, Scarsdale, N. Y. 
3543—84th St., Jackson Heights, L. es Ne 
96-15—41st Ave., Corona, L. I., N. 

240 Ocean Parkway, Brooklyn, N. Y 
Naval Training Station, Great Lakes, Ill. 
2138—80th St., Brooklyn, N. Y. 

150 Ocean Ave., Brooklyn, N. Y. 
61-06—81st St., Elmhurst, L. I., N. Y. 
307 Farmer St., Syracuse, N. Y. 

56 Claremont Ave., Verona, N. J. 
110-09—171st Place, Jamaica, L. I., N. Y. 
929 Mayfield Road, Woodmere, L. IL, N. Y. 
84 Shepard Ave., Kenmore, N. Y. 

1921 Avenue K, Brooklyn, N. Y. 
1935—83rd St., Brooklyn, N. Y. 

906 Simpson St., New York, N. Y. 

195 Stanton St., New York, N. Y. 

2700 Marion Ave., Bronx, N. Y. 

1670 Ocean Ave., Brooklyn, N. Y. 

1540 Unionport Road, New York, N. Y. 
#2 Park Lane, Mt. Vernon, N. Y. 

2391 Bedford Ave., Brooklyn, N. Y. 
4309—13th Ave., Brooklyn, N. Y. e 
225 W. 106th St., New York, N. Y. 

310 E. 12th St., New York, N. Y. 

42-52 Layton St., Elmhurst, L. I., N. Y. 
1553 Unionport Road, New York, N. Y. 
233 E. 4th St., New York, N. Y. 

1097 E. 42nd St., Brooklyn, N. Y. 

65 E. 190th St. New York, N. Y. 

1901 Ocean Parkway, Brooklyn, N. Y. 

80 Beaver St., Brooklyn, N. Y. 
23-71—35th St., Long Island City, N. Y. 
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Panel Discussion on Renegotiation of 
Government Contracts 


Introductory Remarks 


Chairman Robert E. Staunton: I 
want to take just a moment, before 
we start our questions. An editorial 
in the September Journal of Ac- 
countancy said: 

“Of all the laws and regulations 
arising from the war, probably none 
has more far-reaching effect upon 
accounting and financial statements 
than the provisions for renegotiation 
of war contracts contained in Sec- 
tion 403 of the Sixth Supplemental 
National Defense Appropriation Act, 
1942 (popularly known as the ‘War 
Profits Control Act’).” (That was 
last September). ‘These provisions, 
theoretically at least, remove the 
possibility of completing a transac- 
tion with the Government until three 
years after the war.” 

The problems of renegotiation which 
affect us today are even more com- 
plex than they vere last September. 
We are getting closer and closer to 
the problem, because we are getting 
right into renegotiation. 

I was in Boston last week at the 
conference of the National Associa- 
tion of Cost Accountants. They had 
about twelve speakers. They had 
about 1,000 members in attendance, 
and with every one of those speakers 
and at every meeting of the Associa- 
tion renegotiation got into the dis- 
cussion. 

We are tonight undertaking to 
bring to this Conference the thoughts 
and interpretations of several men 
who are experienced in renegotia- 
tion. Four of these men represent 
the upstate chapters; Mr. Marvin is 
representing New York City. We 
have a representative of industry in 
the person of the Comptroller of the 
Bausch & Lomb Optical Company, 
of Rochester, New York; and a Gov- 


ernment representative who is Chair- 
man of the Renegotiation Board of 
the Price Adjustment Section of the 
Rochester Ordnance Office. 

We feel that this panel will be able 
to answer most of your questions, 
and we promise you that if we can’t 
answer the question here tonight we 
will do something about it through 
the good offices of the State Society 
if it requires a referendum. We will 
try to get the answer. 

The reason we are trying to do 
this is that we realize that the certi- 
fied public accountants have an im- 
portant role to play in renegotiation, 
and it is becoming more and more 
important. Our aid to our clients 
and to our Government can be a real, 
extremely helpful public service. In 
order that we can do that properly 
we want to coordinate our thinking, 
get ourselves all working along the 
same lines so that we understand 
each other’s methods and procedures 
and establish our thinking, our meth- 
ods and our procedures. 

Now I would like to introduce the 
panel and then I would like you to 
take five minutes to write questions. 
We want plenty of them and we 
want the question that is uppermost 
in your mind; we don’t care how 
complicated it is, we’d like the ques- 
tion. 


Members of the Panel 


Mr. Edmond S. LaRose, Comp- 
troller of the Bausch & Lomb Op- 
tical Company. 

Robert S. Binkerd, of the Army 
Price Adjustment Board of the 
Rochester District. 

Wendell N. Butler, a partner in 
Stover, Butler & Murphy, Syracuse, 
N. Y. 

Raymond J. Hannon, a partner in 


Presented at the Annual Regional Chapter Conference at Syracuse, June 29, 1943. 
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Franke, Hannon and Withey, Troy, 
N. Y. 

Thomas L. McLeod, a partner in 
Miller, Franklin & Bassett, Roches- 
ter, N. Y. 

J. Arthur Marvin, a partner in 
F. W. Lafrentz & Co., New York. 

Victor H. Stempf, a partner in 
Touche, Niven & Co., New York. 


Questions 


Question: “A manufacturer of 
building materials to be incorpo- 
rated into real property sells them 
through the following channels: 

“A. Direct to the United States 
Army Engineers. 

“B. To a jobber who requests 
shipment direct to U. S. Engineers. 

“C. To a construction contractor 
for incorporation in real property 
being constructed on a contract with 
U. S. Engineers. 

“D. To a jobber who requests 
shipment direct to cover a construc- 
tion contractor for incorporation in 
real property being constructed on 
a contract with U. S. Engineers. 

“E. To a jobber who requests 
shipment direct to a construction 
subcontractor for incorporation into 
real property on a subcontract under 
a prime contract of another con- 
struction company with U. S. Engi- 
neers. 

“Which sales are subject to re- 
negotiation?” 

Answer (Mr. Binkerd): Where it 
is sold directly to the Army or the 
Navy or the Maritime Commission, 
it is undoubtedly renegotiable. Where 
it is sold indirectly to be incorpo- 
rated in the plant of some prime- 
or subcontractor, it is not renego- 
tiable. 


Question: “How will I know 
when my company is being consid- 
ered for renegotiation?” 

Answer (Mr. McLeod): Usually 
vou have a fairly good idea from the 
end use of your purchase orders cr 
contracts. Renegotiation will be 
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done by a section of the department 
having the largest total of business 
with the company. If it should hap- 
pen to be the War Department, it 
will be one of the sections (I think 
there are about fourteen) either Ord- 
nance, Air Corps, Chemical, ete. 
You will receive a letter advising that 
your company had been assigned 
to the section, and asking for bal- 
ance sheets and operating statements 
for review to decide whether your 
profits will require renegotiation. 


Question: “Does renegotiation 
cover all purchasing for eventual war 
use, including, for instance, tools?” 


Answer (Mr. Marvin): This 
would depend upon the general prac- 
tice of the company. If you refer to 
small tools which normally go into 
the cost of operation, I would say 
that they would be generally allowed 
as part of the cost of completing the 
contract. If you mean large machine 
tools, the cost of such tools would 
not be allowed against a specific con- 
tract. However, in this connection 
you have recourse to obtaining a 
Certificate of Necessity and amor- 
tizing the cost of such large machine 
tools over a five year period or less 
depending upon the time fixed for 
the end of the present war emer- 
gency. 


Question: “Will my subcontrac- 
tors be renegotiated with me? If so, 
will I have to stand adjustments on 
their contracts?” 


Answer (Mr. Hannon): It is not 
my understanding that in every in- 
stance subcontractors are renego- 
tiated at the same time as the prime 
contractor. I have known of in- 
stances in which subcontractors had 
been renegotiated and when the 
prime contractor had not been rene- 
gotiated. 

It is my understanding that the 
prime contractor is not liable for any 
of the excess profits of the subcon- 
tractor unless they had come into 
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his possession to be handed over to 
the Government. 


Question: “Are all prime con- 
tracts and subcontracts and open 
commitments of the Government 
dealt with as one group in renego- 
tiation?” 

Answer (Mr. LaRose): Yes. The 
Renegotiation Board reviews the 
contractor’s records of orders and 
determines the Service which is re- 
ceiving the largest proportion of the 
contractor’s operations, such as the 
Army, Navy, Maritime Commission 
or Treasury. Then the largest vol- 
ume branch, such as the Navy, rene- 
gotiates all contracts, sub-contracts 
and open commitments. It is be- 
lieved to be to your advantage to 
have all contracts renegotiated with 
one Board. 


Question: “I have heard that con- 
tracting officers can renegotiate. Is 
this true?” 


Answer (Mr. Hannon): A con- 
tracting officer can initiate renego- 
tiation for the purpose of reducing 
prices in a contract in the process of 
being fulfilled, and I believe the con- 
tracting officer also can start rene- 
gotiation under the renegotiation 
clause in the contract. 


Question: “What is the earliest 
date that renegotiation may cover?” 


Answer (Mr. McLeod): April 
28th, 1942. All shipments on con- 
tracts not paid for at April 28, 1942. 
It is possible in some cases that 
shipments made in 1941 are still un- 
paid at April 28, 1942, and this will 
affect prices and profits of 1941. How- 
ever, in general, all shipments in- 
voiced and paid at April 28th will 
not be subject to renegotiation. 


Question: “Can the Price Adjust- 
ment Board insist on adjustment of 
contract prices in connection with a 
renegotiation agreement on portions 
of contracts not yet completed?” 
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Answer (Mr. Stempf): I am quite 
sure they can. It is an ordinary pro- 
cedure, in the adjustment of 1942 so- 
called “excess profits”, to likewise 
adjust prices on the unfilled portions 
of open contracts. 


Question: “Will the Cost Analy- 
sis Section actually audit a corpora- 
tion’s books?” 

Answer (Mr. Hannon): I do not 
believe that the Cost Analysis Sec- 
tion intends to audit the books of the 
contractors. I think they may do 
so, however, if they felt there was 
any fraudulent presentation of facts. 


Question: “Is a provision for re- 
negotiation provided in subcontracts ?” 

Answer (Mr. Hannon): All sub- 
contracts for $100,000 or more must 
carry the provision, according to my 
understanding. 


Question: “Is the profit, which 
has been allowed by a contracting 
officer on a contract terminated for 
the convenience of the Government 
renegotiable?” 


Answer (Mr. Binkerd): I do not 
think so. You cannot terminate a 
contract except by terminating it, 
and the allowance made on the ter- 
mination of a contract is a complete 
liquidation of all of the claims. It 
is inconceivable to me that such 
termination settlement could equit- 
ably be subject to renegotiation. 


Mr. Staunton: Do you want to 
comment on that, Mr. Stempf? 


Mr. Stempf: I think that is per- 
fectly sound. 


Mr. Staunton: I think it is sound, 
although I personally had the ques- 
tion raised whether we should put 
a notation in the claim for the pay- 
ment of cancellation to the effect 
that it is not renegotiable. I believe 
I read somewhere that a contract- 
ing officer, in making a settlement 
or a termination of a contract, has 
the power to put into that termina- 
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tion the release from renegotiation. 
Has anyone else read that? 


Mr. Stempf: I think, Mr. Chair- 
man, from the few discussions | 
have had on that subject, the pro- 
vision of the Manual on Termina- 
tion, is more in the nature of pro- 
tecting the termination officer against 
making an injudicious settlement 
which would be out of line with the 
renegotiation percentage than for 
the purpose of looking forward 
toward a possible renegotiation of 
the contract which has been ter- 
minated. Now that may be an open 
question, but I have always viewed 
it from that angle. 


Mr. Binkerd: Mr. Chairman, I 
do not want to prolong the discus- 
sion of this particular subject, but 
for clarification I think it would help 
to assume that a contract was ter- 
minated in the eleventh month of 
the year and that the contractor had 
profits from renegotiable business 
for the bulk of that year which were 
subject to renegotiation. From what 
I said I didn’t mean to imply that 
those profits would still not be sub- 
ject to renegotiation; but I don’t 
think that the termination claim, 
(that is, the final payment in termina- 
tion of his contract) is subject to 
renegotiation. 

In other words I think the ter- 
mination allowance would have to 
be excluded from the income which 
was subject to renegotiation. 


Mr. Staunton: Any further com- 
ments on that? 

It appears that the consensus of 
opinion is that the contract, even 
though terminated is renegotiable, 
but the actual termination payments 
might not be subject to renegotia- 
tion. 

Question: “Is a company with 
three contracts, each for $50,000, 
subject to renegotiation inasmuch 
as the three contracts total over 
$100,000 ?” 

Answer (Mr. LaRose): 
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Yes, the 


company would be subject to rene- 
gotiation because the regulations 
state that if the total of all combined 
contracts reach or exceed $100,000, 
the company is subject to renego- 
tiation. 

Here is a question relating to cost: 


Question: “If a subcontractor is 
dissatisfied with the determination 
of a price board, what recourse or 
right of appeal does he have, if 
any?” 

Answer (Mr. Binkerd): Well, of 
course he doesn’t have to accept any 
decision that he doesn’t agree with; 
and in the event that he doesn’t agree 
with the renegotiation agency that 
has his case in charge, the renegotia- 
tion agency will have to certify the 
difference of opinion as an impasse 
to the price adjustment board of the 
Army or the Navy, as the case may 
be. He then, in effect, has an ap- 
peal, because the determination of 
the matter will then move from the 
board which had the case, to the 
price adjustment board of the Army 
or the Navy, as the case may be. 


Question: “A subcontractor manu- 
factures and sells an item to a prime 
contractor who incorporates same in 
a diesel engine which he incorporates 
into the building equipment which 
was being constructed for one of the 
four agencies of the Defense Plant 
Corporation. Is this sale renego- 
tiable?” 

Answer (Mr. Stempf): This is 
that very moot question I referred 
to this afternoon about D.P.C. con- 
tracts. Anything done for D.P.C. 
unrelated to the four departments; 


the Army, Navy, Maritime, and 
Treasury, is not renegotiable. But 


certain things done through D.P.C. 
for prime contractors who are going 
to operate under a contract with one 
of the four departments probably is 
subject to renegotiation, and if this 
were an item of equipment sold un- 
der a transaction which D.P.C. has 
temporarily financed and of which 
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it is relieved of its financial respon- 
sibility upon sale of the machine to 
an ultimate owner, and that ulti- 
mate owner is using that equipment 
in the execution of an Army or Navy 
contract, it probably would be as- 
serted that it was subject to rene- 
gotiation. 

A Gentleman: May I ask a ques- 
tion? 

Mr, Staunton: 


Question (Same Gentleman): 
“Under the formal joint statement, 
it says that ‘where the D.P.C. isa 
procurement agency’. Now what is 
the distinction ?”’ 


Answer (President Marvin): It 
means where D. P. C. acts as pro- 
curement agency for any of these 
departments. 


Same Gentleman: “Suppose you 
have a corporation supply equipment 
for a defense plant that is producing 
war materials? Are those contracts 
renegotiable? 

Here I have one particular plant 
at the moment. About 75% of their 
sales are for pumps and air condi- 
tioning equipment definitely for de- 
fense plants producing war mate- 
rials. The question is, whether or 
not those sales are renegotiable or 
whether they are not; and we don’t 
seem to be able to decide.” 


Mr. Stempf: If Defense Plant is 
retaining title to the plant and is 
leasing that plant to a contractor 
for a rental for the duration, I think 
that I would assert that such con- 
tracts were not subject to renego- 
tiation. If, on the other hand, De- 
fense Plant Corporation were merely 


Yes, sir. 


a momentary intermediary which 
was organizing the erection of the 


plant and title was to be taken by a 
contractor, then the chances are that 
it would be. 


Question: “Why does renegotia- 
tion concern itself with the percent- 
age of subcontracting done by a 
prime contractor? 
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Answer (Mr. Binkerd): Because 
where production is of a character 
which is capable of being subcon- 
tracted the spread of war business, 
the use of all the available resources 
of production through subcontract- 
ing, is a plus factor in favor of the 
prime contractor who does the sub- 
contracting. 


Mr. Staunton: A plus factor be- 
cause it is spreading the work out? 


Mr. Binkerd: Precisely; because 
it is increasing the utilization of the 
productive capacity of the country. 


President Marvin: I would like 
to comment on that, because I heard 
the reverse position taken in one 
instance where they claimed that 
this contractor was not entitled to 
consideration because he had sublet 
some of his contract for certain sub- 
assemblies, and for that reason he 
was not entitled to any consideration 
nor any increase of profits by virtue 
of that. 

Mr. Binkerd: It is true it some- 
times works both ways. I know of 
an important item of war equip- 
ment no one part of which has been 
produced by the prime contractor 
because he had no facilities. In that 
case the degree of subcontracting, 
if you like, is a minus consideration 
in connection with his profit. On 
the other hand, we have plenty of 
cases of contractors who have suc- 
cessfully supervised, engineered, 
bought the materials for and spread 
the work out through numerous sub- 
contractors, and in those cases his ac- 
tivity with the subcontractors has 
been a plus consideration. 


Mr. Stempf: Isn’t it true in a 
situation of that kind, if a contractor 
has sought contracts beyond his re- 
sponsibility and tried to parcel them 
out, that would be a minus factor; 
if, on the other hand production, 
were urged upon him beyond avail- 
able facilities to increase his capa- 
city, if the contractor were resource- 
ful enough to find competent sub- 
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contractors to effectuate the added 
production, it would definitely be a 
plus factor? 


Mr. Binkerd: If a prime con- 
tractor has to definitely “farm out’’ 
work because of his inability to do 
the work, that would not be neces- 
sarily a plus consideration. But if 
a prime contractor tools the job up, 
supervises the purchase of the ma- 
terial, the inspection of the product, 
etc., why then it turns into a mana- 
gerial service for which he is entitled 
to additional recognition. 


Question: “If a company has no 
base period earnings due to organi- 
zation in 1940, how does the Price 
Adjustment Board dispose of such 
a case?” 


Answer (Mr. Marvin): I believe 
that the Price Adjustment Board in 
such a case would give consideration 
to any statistical data it might have 
relating to orgarizations producing 
similar products. It would use its 
past experience in an endeavor to 
measure a fair profit allowance to 
the contractor. If no such experience 
was available, the Board would un- 
doubtedly give consideration to all 
factors entering into the obtaining 
of the contract. its execution by the 
contractor and cooperation of the 
contractor with the interested de- 
partment. It would then endeavor 
to determine vhat would appear to 
be a reasonable profit under all of 
the existing circumstances and to 
reach an ag’eement with the con- 
tractor. Suc a situation, however, 
does presenta very difficult problem 
both for the Board and the contrac- 
tor where no past experience is 
available. 


Questim: “Does the proposed in- 
crease ofthe minimum amount from 
$100,00C to $500,000 subject to re- 
negotiaion in your opinion appear 
a probibility in the near future?” 


Answer (Mr. McLeod): No, and 
I do not think it should, because, 
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from my observation, of higher rates 
of profit, before taxes, on companies 
doing business between $200,000 to 
$500,000. It is the principle of the 
law, not size of sales that should be 
the basis of renegotiation ; otherwise 
partiality will develop in permitting 
greater reward to the small compan- 
ies and their owners, usually a family 


group. 


Question: “What is a contrac- 
tor’s or subcontractor’s liability or 
position if a renegotiation clause un- 
intentionally is not put into a $100,- 
000 subcontract? In other words, is 
the procedure of-putting the clause 
in the contract merely a formality?” 


Answer (Mr. Stempf): 1 cannot 
give a competent answer to that 
other than this: that, regardless of 
whether there is a_ renegotiation 
clause or not, if the contractor’s or 
subcontractor’s position exceeds 
$100,000, it is still subject to rene- 
gotiation. 


Question: “Is it obligatory for a 
subcontractor to suppy a cost break- 
down to his prime contractor who 
is being renegotiated?” 


Answer (Mr. Hannon): I think 
I will be like Vic; I do not think I 
am competent to answer that. But 
I do not see by what means a prime 
contractor has the right to ask a 
subcontractor for a breakdown of 
his costs if he is on a fixed-price 
basis. It seems to me the regional 
head of the Price Adjustment Board 
would be the party who could ask 
for that information. 


President Marvin: May I add that 
I think Mr. Hannon got that just 
about right. I understand that there 
is no question about renegotiating 
the prime contractor, but the Prime 
Contractor has to give a list of all 
subcontractors and if the subcon- 
tractors have made contracts in ex- 
cess of $100,000 they are generally 
renegotiated directly by the Price 
Adjustment Board. 
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Question: “What influence would 
the ‘Unit Cost Analysis’ filed with 
current bids to quartermasters have 
on renegotiation?” 

Answer (Mr.Binkerd): Very little, 
except as an indication of what the 
contractor might have thought that 
he was entitled to. 


Mr. Staunton: That information 
would be apt to be available to the 
renegotiator, though. 


Mr. Binkerd: Yes. 


Question: “In the question con- 
cerning sales for use of Army engi- 
neers, you replied that materials de- 
livered to subcontractors were not 
renegotiable. How about sales of 
measuring gauges of stock size sold 
from inventory to a subcontractor 
making parts for tanks? If renego- 
tiable, please distinguish between 
these two.” 


Answer (Mr. Binkerd): The fun- 
damental rule is that material which 
is intended to become a part of real 
property—to be incorporated in real 
property—is not renegotiable unless 
it is sold direct to one of the war 
agencies whose purchases are the 
foundation of renegotiable jurisdic- 
tion. On the other hand, tools used 
in the course of war production are 
practically universally renegotiable, 
and of course a gauge is such a tool. 

But things like lubricating oil and 
various other things which are used 
in production but which are consumed 
in the course of production and do 
not become any part of it—a part of 
normal maintenance and operating 
cost of production—are not subject 
to renegotiation. 


Mr. Stempf: Wouldn't this de- 
pend on whether these were inspec- 
tion tools or gauges which were a 
part of the equipment of contractor 
and sold to the Government? 





Mr. Binkerd: If they were gauges 
manufactured for the purpose of in- 
specting and determining the ac- 
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curacy of the war production, I think 
they are clearly renegotiable. 

Mr. Stempf: Clearly are? 

Mr. Binkerd: Yes. 


Mr. Stempf: It seems to me that 
if the gauge is a part of the instru- 
ment board of a tank or a plane or 
something of that sort, it obviously 
becomes part of the product. But if 
it is part of the ordinary tools that 
would be used by that plant, whether 
for the performance of war or civilian 
contracts, it seems to me it is no 
different from the fuel or lubricating 
oil that is used in running the ma- 
chinery of the plant. It is used in 
the tool performance of the job and 
doesn’t become a part of the product 
that is sold; therefore it seems to 
me it should not be subject to re- 
negotiation any mcre than the man 
who sells wiping c.oths to the plant 
should be subject to renegotiation. 


Mr. McLeod: Isn’t that the same 
as a tool or gauge? The gauge used 
for measuring might not last more 
than a couple of ‘months or so. 


Mr. Binkerd: Wall, you’re getting 
down now to one of the finest of 
hair-lines, and I don't hesitate to say 
that the interpretaton of what mi- 
nute portions of this field are subject 
to renegotiation has changed a num- 
ber of times and maychange a num- 
ber of times again; because the min- 
ute you take any defirition and start 
to apply it to a hundred details, you 
get into some very ctrious contra- 
dictions. Frankly, I don’t know 
whether they are. 


Mr. Stempf: Neithei do I. 


Mr. Staunton: When we are 
asked to prepare a list of subcon- 
tractors so that the Government may 
consider a list of goods going into 
the product, we are asked te prepare 
that list from purchase orde's repre- 
senting parts which go into tie prod- 
uct. The gauge, as Mr. 5tempf 
pointed out, does not go ino the 
product but is an overhead tem— 
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part of the expense of the company 
—and therefore the manufacture. of 
the gauge would not be subject to 
renegotiation because of that sale. 
On the contrary, the manufacturer 
who uses the gauge, being subject 
to renegotiation, would have the 
gauge in his expense accounts, which 
would be renegotiated. 

I wonder if we are not getting 
those two issues twisted around? 


Question: “We manufacture ma- 
chine tools and pay commissions to 
our regularly appointed agent who 
represented us before the war. Will 
these commissions be considered a 
part of cost in renegotiation?” 

Answer (President Marvin): | 
believe they will, but you will find 
that your commission agent will also 
be renegotiated. They will be al- 
lowed as commissions to you, but 
the agent is going to receive a visit 
from a representative of the inter- 
ested Price Adjustment Board. 


Question: “Would a commission 
of % of 1% of contract value be al- 
lowed for services rendered by agent 
who handles details of obtaining 
contract and also assists in produc- 
tion problems and specifications ?” 

Answer (President Marvin): I 
believe it would be allowed. There 
are certain conditions though, I un- 
derstand, where those have been 
eliminated ; but normally if they are 
servicing the contract and they can 
show that they are really giving serv- 
ice in connection with production 
problems and specifications the Boards 
would allow it. 


Question: “Where billing to the 
Defense Plant Corporation is only 
35% of the selling corporation’s 
gross sales, what is the procedure in 
determining depreciation on facili- 
ties that are—‘(I can’t read that 
word; I believe it is “operating’’) 
“operating at from 75% to 90% of 
capacity to deliver a product to 
bh tt 


Do I get a volunteer on that one? 
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President Marvin: If you cannot 
write plainly, please print. 

Answer (Mr. LaRose): I do not 
think that is a difficult question or 
that the billing of 10%, 20% or 30% 
of volume has anything to do with 
the depreciation. It all depends on 
how you are handling your depre- 
ciation. 

In our case, the depreciation is on 
a unit divisional departmental basis 
and is set up on an index of produc- 
tive hours. We accelerate ourede- 
preciation in line with our index and 
the procedure has been approved by 
the Bureau of Internal Revenue and 
the Renegotiation Board. 

As far as amortization is con- 
cerned, it is stated that it will not be 
granted in renegotiation. However, 
we understand that the Renegotia- 
tion Board will consider amortiza- 
tion on the basis of adjusting the 
profit allowance such as from 9% 
to a 10% allowance to provide for 
the difference. 


Question: “A manufacturer’s agent 
whose income is commission handles 
sales volume in excess of $100,000, 
but his commission is less than 
$100,000. Would he be subject to 
renegotiation ?” 


Answer (President Marvin): I be- 
lieve the answer is no, if he is only 
receiving the commission. If he is bill- 
ing the goods and making a profit 
on them, he would be subject to re- 
negotiation. 


Question: “If the real property 
that was referred to in the first 
question was to be owned by the 
Corps of Engineers, wouldn’t that 


end-use require renegotiation?” 


Answer (Mr. Binkerd): Yes. As 
I said, the fundamental rule is that 
anything to be incorporated in real 
property sold directly to the services 
is subject to renegotiation. The 
same material not sold direct to the 
services is not subject to renegotia- 
tion. 
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Question: “After renegotiation, 
why does the Government request a 
certified balance sheet and an operat- 
ing statement not previously asked 
1OT ft 

Answer (Mr. Binkerd): \\ell, | 
don't think it does, except in cases 
where the renegotiation conclusion 
has been based upon a year’s out- 
come, a portion of which is esti- 
mated. If the settlement is made 
upon the final figures of the year, 
nothing further is necessary. If it 
is made on estimated figures, then 
the contracts always require that, 
within 60 to 120 days from the sign- 
ing of the contract with the con- 
tractor, he must file a certified audit 
of his year’s business. 

Mr. Staunton: Does the writer of 
that question wish to clarify it? 

A Gentleman: Well, Mr. Staunton, 
when you start your renegotiation 
procedure, you pull off a statement 
from the client’s books, based on a 
per-year basis. Well then, they mess 
the figures around a little bit for you 
and, perhaps two weeks later, you 
get a five-or-six-page letter from the 
Government within which they in- 
corporate what they call a “Schedule 
C”, which is on the one hand all total 
business before renegotiation, and 
the total business with the break- 
down subject to renegotiation. Then 
they come down to a final net figure 
of a net amount with a percentage 
figure after it and incorporated in the 
body of the letter attached thereto 
they tell you to keep your operating 
statement to conform as closely as 
possible with the Schedule C; and 
also there, too, they make the recom- 
mendation that the operating state- 
ment be certified to by a C.P.A. 

Now when that statement was 
originally prepared, after all it was 
made per books, now they tell you 
to go and turn around and make an 
audit after they have renegotiated. 
Now it almost seems to me any cli- 
ent who is subject to renegotiation 
the best thing for him to do is to 
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“keep his skirt clean” in the first 
place. In other words, they all 
should be subject to renegotiation, 
because, the first thing you know 
you're going to find yourself “behind 
the 8-ball” because, after all, when 
you go to checking purchase orders, 
you don’t do that on a “Per Diem” 
basis, and when you turn around and 
try to sell your client an audit, you 
know how that works. 

I think the Government is in a 
better position to demand that thing 
in the first place. 


Mr. Staunton: I think that, with 
a few more renegotiations, most every- 
thing will be demanded in the first 
place. 


Mr. LaRose: As you know, the 
boards tried to function in 1942, and 
your new President, made a speech 
tonight going into forecasting, etc., 
which most C.P.A.’s don’t want to 
do, and I thought it would force that. 
I talked to a man in the Navy and 
he said they had to renegotiate again 
three cases in 1942, and the forecasts 
were no good at all. I asked what 
the chances for our company to go 
in and renegotiate for 1943 during 
the year 1943 were, and he said he 
didn’t think there was much chance 
because they were going to handle 
145 cases. I talked to Mr. Binkerd 
here and he said he had to again 
renegotiate every one of the cases 
where the thing was forecast. So 
it seems to me the C.P.A.’s ought to 
do a better job of forecasting, especi- 
ally to do a better job in the post- 
war period. 

With our company, our figures 
came within 9/10 of 1%, and we 
haven’t changed them at all. All 
we had to do in our year-end close 
was merely split our final figures. 


Question: “We have some ma- 
chines which have been fully depre- 
ciated, but we feel that depreciation 
on those machines should be a part 
of cost in renegotiation. Are we 
justified in including this factor?” 
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Answer (Mr. McLeod): In theory 
probably yes, but in practice no. 

Mr. Staunton: Mr. Binkerd, do 
you want to comment on that? 


Mr. Binkerd: Vell, if you think 
of depreciation in its proper defini- 
tion as being a charge to current 
operating expenses year after year 
sufficient to reproduce the property 
at the end of its useful life—in other 
words, to wipe out the original cost 
on the balance sheet—if equipment 
is fully depreciated, then past de- 
preciation charges have fulfilled that 
obligation. 

In other words, they have col- 
lected as part of cost in the preced- 
ing years the original book value of 
the property in question. 


A Gentleman: Supposing those 
years had been all loss years. Would 
it make any difference? Supposing 
you took $12,000 a year for deprecia- 
tion and lost more than that in five 
years’ time. Would you get any con- 
sideration? 

Mr. Binkerd: Well, now, don’t 
get me going on depreciation, be- 
cause I think it is a much more im- 
portant subject than most people do. 

Of course, actually this is true; if 
there were no earnings left in the 
treasury in the year in which depre- 
ciation charges were made, the charge 
to depreciation has not accomplished 
its purpose because nothing remains 
in the treasury to contribute that 
year’s share to wiping out the origi- 
nalinvestment. But the minute that 
you stop there, then you start to 
have a lot of other things. Even 
though machinery may have been 
entirely depreciated, if you can still 
operate it and turn out a useful prod- 
uct by it, it has some capacity for use- 
ful service even though its book value 
is nothing; and as you keep on using 
it under intensive operations with 
limited repairs, you are reducing the 
time during which it might have 
made money for the company under 
normal conditions of production. 
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But in that case, the answer cannot 
be depreciation ; it must be some al- 
lowance for deferred maintenance. 


Mr. Stempf: Mr. Staunton, on that 
previous question, it might be an in- 
teresting experiment to inject the 
Pittsburgh Brewing and Kennedy 
Laundry cases into your renegotia- 
tion argument to get the benefit of 
depreciation not beneficially allowed, 
the same as one would do it in a tax 
case, and see what the result would 


be. 


Mr. LaRose: Go into your ac- 
celeration and modification plan in 
the future, then you could get it in 
your lean years. The Renegotiation 
Board will simply say, “All right: 
let’s see your costs”. They will look 
at it and say, “You’re not allowed 
depreciation as a matter of cost; but 
we will recognize that by giving you 
a point or two more of profit.” 


Question: “The Government has 
asked us to have outside accountants 
prepare detailed reports for the use 
of the Cost Analysis Branch. Will 
the fee of the public accountant be 
considered, in arriving at the rene- 
gotiation profit?” 


Answer (President Marvin): Your 
bill for this service may not be in for 
the past year, consequently I do not 
see how you are going to get it in in 
that particular year. I think it could 
be included in expenses in the suc- 
ceeding year. If you could accrue 
it before the end of the year and be- 
fore the books were closed, I do not 
think there would be any doubt 
about it being allowed. 


Question: “On some contracts we 
sign vouchers certifying to the cor- 
rectness of cost. What penalties 
may be incurred if renegotiation dis- 
allows some items of cost so certi- 


fied?” 


Answer (Mr. Binkerd): Well, as’ 
far as the prime contractor is con- 
cerned, if he merely certifies what 
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a subcontractor is charging him, I 
think his liability ends there. 
Is that right? 


Mr. Stempf: I imagine that ques- 
tion relates to the accountant’s lia- 
bility for incorrectly certifying costs. 
It seems to me we have got to see 
what we mean by that statement. 

When we say “certifying”, we are 
not saying that he guarantees that 
those costs are correct. What he 
shall be doing is to express an opinion 
as to the fairness of the contractor’s 
representations as to what his costs 
were, and if he had made his ex- 
amination in accordance with gener- 
ally accepted auditing standards and 
had done a reasonable job—a con- 
scientious job—I don’t thing there 
is any liability. But if he has done 
a careless job he has been derelict in 
his duties and would be liable to 
some extent; to whom, | don’t know. 
Perhaps his clients. 

Mr. Staunton: Supposing this 
question came from an employee of 
a corporation certifying. that the costs 
were correct. Would that put a dif- 
ferent light on it? 


Mr. Stempf: None whatever. 


President Marvin: It would re- 
solve itself to a difference of opinion. 


Mr. Stempf: Unless they’re wilful. 


Question: “Would overtime pay- 
ments be allowed as an item of re- 
negotiation?” 


Answer (Mr. Butler): Certainly. 
A further question should be asked 
relative to the limitation of overtime 
allowable for this purpose. How- 
ever, the answer is definitely yes 
with regard to overtime properly 
chargeable to the contract. 


Question: “Would payments to 
employees on a piece-rate basis to 
meet hourly wage rate requirements 
be allowed for renegotiation?’ In 
.other words, make-up payments. 


Answer (Mr. Stempf): Certainly 
they would be. 
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Mr. Staunton: The same general 
classification? 


Mr. Stempf: Unless you have a 
cock-eyed handling of your overtime 
and an inappropriate handling of re- 
negotiable and non-renegotiable busi- 
ness. 


President Marvin: If overtime is 
involved, you cannot charge all of 
your overtime into Government 
costs if you are also making com- 
mercial products. 

The general practice seems to be 
that you should handle the over- 
time as a part of your factory bur- 
den and distribute it on a fair basis 
between government and commer- 
cial work. On the other hand, if 
you are doing 100% war work, there 
is no question about it being allowed. 


Question: “What consideration 
is given to value or allowable cost 
of partners’ services as compared 
with officers’ salaries of a corpora- 
tion?” 

Answer (President Marvin): I 
understand that the Price Adjust- 
ment Boards are taking that into 
consideration. When you present 
your figures, clearly indicate what 
amount you have inserted as being 
the so-called salaries of partners. It 
should be reasonable. It would not 
be fair to do otherwise, and I be- 
lieve the Boards are trying to be 
fair. 


A Gentleman: Mr. Staunton, on 
that one point: We have one rene- 
gotiation now where the renegotia- 
tion officer said, “No allowance for 
a partner’s salaries;” and we said, 
“We are satisfied with that. You 
have to give it to us in the net 
profit.” 

They have not answered that, yet. 


Question: “Would the review by 
the General Accounting Office upset 
renegotiation findings?” 


Answer (Mr. Stempf): I do not 
think it can, under your basic law. 


September: 








n 
ra 
th 
ch 
to 
tic 
be 
by 


80 
Wwe 
ite 
ve 
Sta 
pri 
tur 
the 
ma 
sio 
tur 
sys 
q 
and 
and 
ime 


19. 





Post War Accounting 


By Rosert H. Montcomery, C.P.A. 


HE only revolution in account- 

ing, since the publication of the 
first book on double entry bookkeep- 
ing in 1494, arose during World War 
I. It grew out of high income and 
profit taxes. Public accountants rose 
to the occasion and did pretty well 
for their clients and themselves. 

Query: Should we expect any 
great changes now that we have a 
World War II and still higher federal 
taxes? 

It is obvious that if anything revo- 
lutionary may happen this time, ac- 
countants — private and public — 
should be on the alert. We are some- 
what in the position of the customers 
of the Chinaman, who wrote de- 
linquents: “If you do not pay 
quickly I will do something which will 
cause you the utmost astonishment.” 
We cannot afford to be taken by 
surprise. 

Prior to 1913, individuals and part- 
nerships, and prior to 1909, corpo- 
rations kept their accounts just as 
they pleased. Capital items were 
charged to income and income items 
to capital, and most of these prac- 
tices were not corrected since most 
books of account wefe not audited 
by independent accountants. 

When federal taxes in 1918 took 
80 odd cents out of a dollar there 
was a tendency to charge capital 
items to income, but it did not get 
very far as federal revenue agents 
started dropping in. When federal 
price fixing started in 1917 manufac- 
turers were called on to disclose 
their costs, and a sorry showing they 
made. The Federal Trade Commis- 
sion reported that not one manufac- 
turer in ten had a respectable cost 
system. 

The net result of the foregoing 
and similar disturbing factors up to 
and including the S.E.C. was a vast 
improvement in business account- 
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ing. If it is perfect now there will 
be no changes of note aiter World 
War II comes to a close and this 
inquiry could have a happy ending. 
But things don’t work out that way. 
The repercussions of a global war 
and tax rates which are almost tanta- 
mount to confiscation of wealth as 
well as profits surely must cause 
some changes in business account- 
ing. If there is such a possibility, 
ordinary common sense calls for a 
searching inquiry. 

When war production items be- 
come junk or are frozen, the change 
over to peace production cannot be 
instantaneous, nor can profits be ex- 
pected within a relatively short pe- 
riod of time. In some cases the de- 
mand for goods and services which 
were unobtainable during the war 
will absorb the entire production of 
the fortunate manufacturers whose 
change over can be made quickly 
and without unreasonable expense. 
But who now knows the extent of 
the purchasing power of this coun- 
try or any other country. We are 
told that all people are to be fed 
and housed and clothed and edu- 
cated from the cradle to the grave, 
and that this country must see to 
it. Something similar was started 
in 1933 but in a small way, and only 
applied to the so-called under-privi- 
leged in this country in which the 
recipients were much better fed and 
housed and clothed and educated 
than hundreds of millions in other 
countries. Yet now we are told to 
prepare to sell or give our products 
to these other peoples. It is highly 
commendable beyond question. Our 
Saviour said, “Give unto the least 
of these.” If it can be done it should 
be done. 

This is strictly an inquiry into 
the field of accounting after the war, 
therefore humanitarian plans hopes 
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and duties must not be considered. 
Nevertheless, the day by day finan- 
cial transactions of all plans, how- 
ever fantastic they may be, must be 
recorded in books of original entry 
and finally find their way to balance 
sheets. 


We may be permitted a prayer 
that impractical plans and impossi- 
ble social security burdens added to 
unlimited borrowing will not lead to 
the kind of inflation which in Germany 
required books and records suitable 
in size for billions and trillions and 
whatever follows trillions. But if 
our national debt is 250 billions and 
further vast sums are appropriated 
to feed, house, clothe, and educate 
the world, we will see a definite limit 
to the proceeds of taxations, and the 
59 cent dollar will become a cherished 
dream of the past. 


Any tendency towards further in- 
flation (we have started the ball roll- 
ing) shouts a warning to account- 
ants. We cannot stand aloof as 
mere recorders of dollar and cent 
items. The results of inflation are 
too well known to be ignored. Even 
a 49 cent dollar has its implications. 
It means that the fixed and tangible 
assets, including the inventories on 
a balance sheet, are worth more than 
their face, the cash and accounts 
receivable are worth less than their 
face, and the liabilities may be liqui- 
dated for less than their face. And 
so on as the dollar declines in value. 
Bank borrowings converted into goods 
which may be gambling in normal 
times become a haven of safety in 
an inflation trend. 


Assuming the 59 cent dollar re- 
mains stable, the picture is differ- 
ent. The accountant will then be 
free to scan the balance sheet from 
a different viewpoint. Economies 
become important. Liabilities be- 
come sources of danger. Cost sys- 
tems must be revised to such an 
extent that the rough and ready esti- 
mates of the past must be converted 
into accurate records more quickly 
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available and more up to date than 
ever before. Cash budgets must be 
kept in every business. They will 
be far more necessary after the war 
than in the past. The value of cash 
budgets has been established beyond 
question. 

The accountant must stick to his 
last. All of the foregoing deal with 
figures and the recording of trans- 
actions. Accountants can, but they 
never should, initiate the financial 
transactions of others, certainly never 
of business concerns. Therefore their 
approach to a business transaction is 
after the act. The accountant should 
neither be a principal nor an accessory 
before the act. 

For some years it has pleased 
some accountants to be called busi- 
ness advisers. Sometimes account- 
ants have called themselves busi- 
ness advisers. I do not like the 
term. I hope the war will put a 
stop to it and the term when applied 
to independent public accountants 
will become as obsolete as the dodo. 
Accountants’ who do not hold them- 
selves out as independent may take 
over the term if they like, brave 
souls, as many of them are. 

The S.E.C. doesn’t like independ- 
ent public accountants to be busi- 
ness advisers. Transactions are en- 
tered into or avoided. In either 
case the income account and the 
balance sheet are affected. When 
the accountant looks over the ac- 
counts at the end of a period he 
can hardly qualify as a disinterested 
or independent accountant in giving 
an opinion upon the accuracy of the 
accounts if he has acted as a busi- 
ness adviser. 

Can the independent public ac- 
countant qualify as an accounting 
adviser? Certainly he can, so long 
as his advice and suggestions relate 
to form, or convention, or methods 
which lead to improved practice, or 
economies. But as to whether or 
not a transaction should be entered 
into or not his record must be clear 
that such advice is not within the 
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function of the independent public 
accountant. 

Does this mean that the public 
accountant must hide his light under 
a bushel and remain mute when asked 
questions about this or that? Cer- 
tainly not. An intelligent account- 
ant would burst if he attempted such 
a task. When the war ends the 
public accountant will have at his 
disposal the records of what has 
happened. The managers of indus- 
tries will have to decide what to do 
in the future. The accountant is 
free, professionally and as an inde- 
pendent adviser, to express an opin- 
ion regarding every item in the in- 
come statement and the balance 
sheet. Not one of those items will 
have resulted from his advice. Hence 
his qualification as an independent 
entity. Can he embody in his com- 
ments on what has been done sug- 
gestions as to what should be done? 
In other words, is there any differ- 
ence in principle between his refusal] 
to offer business advice in specific 
cases, such as shall we buy more or 
less or not at all, and general advice 
or suggestions or comments regard- 
ing the disposition of balance sheet 
items as a whole. 


lt might be urged that a public 
accountant could retain his lofty 
eminence as independent within the 
strictest construction of the S.E.C. 
even though he freely comments on 
each and every item in the balance 
sheet. He may express an opinion 
on the size of the inventory; criti- 
cize too-generous credit terms; fail- 
ure to prepare a budget or to ignore 
one; failure on the part of manage- 
ment to note the imminence of infla- 
tion in which case a borrow and buy 
policy is the only safe hedge, and 
so on. In order to make my point 
clear I may put words in the mouth 
of the accountant from which he 
would recoil with horror. But I am 
only interested in making my point 
that accountants must be realists. 
They must deal with completed 
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transactions. They are independent 
if they have had nothing to do with 
any one of the transactions, there- 
fore they can freely express their 
opinion regarding any or all of the 
results of completed operations. But 
how about next year? Assume that 
the so-called independent public ac- 
countant said at the beginning of 
the year “inflation is imminent so 
buy and borrow,” whereas inflation 
failed to arrive and the concern has 
too big an inventory and owes too 
much. Alas and alack! What he 
did was to act as a business adviser 
and the S.E.C. does not like that. 
He was all right except when he 
said “buy and borrow.” He should 
have made no reference to inflation. 
He should have assumed that busi- 
ness managers read the newspapers. 


Accountants must read and study 
more in the future than in the past. 
Assuming free enterprise competi- 
tion will be keener than in pre-war 
days and then it was keen. If any- 
one else is able to keep accurate 
books and records with fewer em- 
ployees and at a less cost the wide 
awake accountant must know it. 
Here is a minor illustration. The 
fallacy of publishing interim and 
public statements which carry out 
all figures in the cents column has 
been talked and written about for 
years. The S.E.C. permits the omis- 
sion of the hundreds column. It is 
desirable to keep ledgers in balance, 
but every statement drawn from the 
ledgers can in almost all cases well 
omit the hundreds and the cents. In 
a large concern the time saved by 
such omission will save in the aggre- 
gate the time and expense of one or 
more clerks. Take for instance an 
inventory. If the cents are omitted 
by the ones who make the exten- 
sions, from then on the savings in 
time are substantial and the net re- 
sult in the income statement is prac- 
tically nil. 

In a balance sheet or in letters 
or briefs referring to depreciation 


487 








The New York Certified Public Accountant 


we allow figures to look silly with 
the inevitable result that the real 
meaning of the item is obscured. In 
a recent balance sheet the provision 
for depreciation was stated at $65,- 
788,919.47. Think of the times the 
$919.47 were written. The typing 
and comparing and the correction of 
inevitable errors and the waste of 
paper on which the hundreds and 
cents were written are inexcusable. 
Worst of all no one believed depre- 
ciation could be that exact amount. 
When the calculation was made for 
the year the provision should have 
been enough to bring the book figure 
to exactly $65,800,000. and references 
to it in reports, briefs, etc. should be 
66 millions. It gives one a chance 
to consider the adequacy or inade- 
quacy of the provision as a whole, 
without having to dismiss from the 
mind seven or eight end figures 
which mean nothing. The point here 
is that when figures include hun- 
dreds and cents the mind can’t help 
noticing them and to the lay mind 
they mean just what they say, where 
as what they say is of no importance 
at all. All of which does mean that 
after the war accounts and account- 
ants should come closer to true rep- 
resentations of the things them- 
selves. 


Look at an office furniture and 
fixtures book valuation of $7,893.69. 
There is a shattering finality about 
such a figure that one shrinks from 
disputing it or even questioning it. 
It helps make a balance sheet sacro- 
sanct, which it should not be. One 
should be able to toy with the figures 
and question one or all. If the 
furniture account were $8,000. one 
might ask, “Is it worth it?’ But 
how can you question the 69 cents. 
It must be right! 


There are other possible short 
cuts. Practicing accountants are too 
busy to work them out. The New 
York State Society should have a 
Research Department. It should 
look into the extensive multi-audit- 
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ing of and by the government bu- 
reaus. 

The most serious weakness in 
balance sheet figures is their failure 
to indicate the discrepancy between 
book values and market prices of 
capital stock. It may be insoluble. 
But if so it’s a pity. Maybe some- 
thing can be done. Perhaps the 
omission of the hundreds and the 
cents will help destroy the unde- 
served finality of the balance sheet 
figures. When the book value of 
common stock is $58.89 per share and 
the stock is selling freely on the New 
York Stock Exchange for $23. a 
share, how can one respect the bal- 
ance sheet valuations? It is not 
engugh to say that earnings have 
declined. If it is a real decline, 
haven’t the assets also declined in 
actual value? True you can’t, and 
no one suggests that book values be 
changed to, reflect fluctuations in 
earnings, but why not be frank about 
it and carry all assets at round figures 
and thus put readers on notice that 
there is nothing sacred about them, 
that they are estimates and that 
more attention should be given to 
the income account. 

There is one major “must” to be 
taken care of. The date which will 
be selected as the official ending of 
the war and the cancellation of war 
orders must be regarded by account- 
ants as a point of departure from 
sure abnormality to possible normal- 
ity. In any event, the new period is 
entitled to a clean start. The closing 
date must register all the abnormal- 
ities of the war period. No matter 
how uncertain the future is, the war 
will be over and everything which 
pertains to a past period must go 
where it belongs. It may be urged 
that that is merely conservative ac- 
counting, since most clean-ups of 
balance sheets mean write-downs 
and write-offs of assets and write- 
ups of liabilities. In the past so- 
called conservative accounting rules 
were good rules to follow, such, for 
instance, as not writing up inven- 
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tories as soon as the market had an 
upward trend. Book assets at the 
end of the war may look good, but 
if they arose from war expenditures 
the chances are ten to one against 
profitable peace needs absorbing full 
war costs. Don’t clutter up post war 
accounts with carried over souvenirs. 

It can do accountants no harm and 
it may be very helpful to give thought 
at this time to the place of accounts 
and accounting after the war. There 
will be changes. Too many things have 
happened and will happen to make 


men or things just the same in the 
period after the war as they were in 
the good old days. If fiscal systems 
are different, if wealth is redistrib- 
uted, if we are to feed the world, 
isn’t it reasonable to suppose that if 
we do not improve ourselves and the 
accounts we keep, some bureau of 
the government will improve the ac- 
counts and fire the old accountants ? 
Isn’t it obvious that if we are in—or 
approaching—a transitional period, 
accountants should be in it—a part 
of it—now—not after it’s over? 





If you can’t go 


GIVE? 


RED CROSS WAR FUND 
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The Independent Public Accountants’ 
Role in Bank Management 


By Herpert E. KIRMMSE 


ERHAPS in no other business or 

industry in which bookkeeping 
transactions are recorded is there the 
lack of accounting uniformity and need 
of the independent public account- 
ant that exists in banking organiza- 
tions. Yet qualified students of the 
subject will testify that bankers gen- 
erally have not been among the first 
to recognize the value of competent 
independent accountants as an aid 
in developing and maintaining an 
adequate accounting system. 

Not so long ago many bank offi- 
cials were reluctant to authorize ex- 
aminations of their institutions by 
public accountants. The following 
quotation is illuminating: 

“It is believed that the first regu- 

lar examination made in the United 

States of the assets and accounts 

of a bank by public accountants 

was that made for the board of 
directors of the old Bank of North 

America in Philadelphia in 1891 

by Heins, Whelan, Lybrand & 

Company. *** Examinations of 

banks in earlier years were made 

in the greatest secrecy, it being 
feared that if the depositors were 
aware of the examination, they 
would be afraid that something 
was wrong with the bank. The 
accountants had to enter and leave 
the bank by the side and back en- 
trances and during business hours 
had to remain discreetly behind 
the scenes where they would not 
be seen by the depositors.” (Pugh, 

Joseph M. “Cooperation Between 

Bankers and Accountants” Ly- 

brand, Ross Bros. & Montgomery 

Journal, November 1938, pp. 49- 


ah}. 


Since 1900 long steps forward have 
been taken from the meager infor- 
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mation then available to the wealth 
of financial and statistical data now 
afforded bank managements, depos- 
itors, and the public. Much of this 
progress, together with improvements 
in the form and content of banks’ 
published figures, has been directly 
due to the influence of the account- 
ing profession. 

Prior to the banking holiday in 
1933 many bank executives felt that 
all of the problems confronting man- 
agement could be solved strictly 
within the bank. 


What they did not realize was 
that the reports submitted to them, 
upon which their decisions were 
based, were often inadequate and 
incomplete because they were pre- 
pared from an accounting system 
which also was inadequate and in- 
complete. 


Today expert accountants are 
equipped to help in presenting the 
facts necessary for the guidance of 
realistic bank officials. Recogni- 
tion of the safeguards and savings 
which independent accounting firms 
are offering to bank management 
has been accelerating in recent years, 
particularly among the smaller insti- 
tutions. The word “savings” is used 
literally. In many instances, one or 
two of which will be cited, banks 
have saved far more than the cost of 
the accountant’s fee through in- 
creased efficiency in operations and 
in the elimination of over-payment 
of taxes due entirely to faulty ac- 
counting. 


The more important services avail- 
able to bank management by public 
accountants specializing in the bank- 
ing field may be enumerated with 
brief comments as follows: 
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1. Private examinations and audits. 


Bankers have some justification 
in feeling that they are already over- 
examined by governmental authori- 
ties. Indeed the question is often 
raised, “Do not governmental ex- 
aminations furnish everything that 
a professional accountant can offer 
without adding an extra item of ex- 
pense?” 

The answer is found in review- 
ing the primary purposes of govern- 
mental examinations. They are de- 
signed primarily to disclose: 


1. Whether 
solvent 


the institution is 


2. Degree of protection afforded 
to depositors 


3. Possible violations of law 


4. Policies and practices of the 
management 


The governmental examiner does 
not proceed by instruction from the 
board of directors nor does he pre- 
tend to make a complete audit. The 
distinction between an examination 
and an audit is often unrecognized 
particularly when examiners are un- 
justly criticized for failure to dis- 
cover evidence of fraud which may 
have been concealed through several 
examinations. 

Trends toward governmental con- 
trol of banking do not relieve active 
bank directors and trustees from 
continued responsibility or the ex- 
ercise of administrative prudence. 
If directors need information cover- 
ing all phases of their bank’s opera- 
tions without having to depend upon 
disclosures from self-interested em- 
ployees, a thorough accountant’s re- 
port may be relied upon to furnish 
the data required as an aid in the 
formulation of intelligent policies. 

After the accountants have pre- 
sented their findings to the board, 
recommendations can then be issued 
to the various department heads for 
proper compliance. Later, spot ex- 
aminations within the bank should 
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indicate whether the recommenda- 
tions were effected. Both bankers 
and accountants should discourage 
the performance of perfunctory ex- 
aminations or audits. 


2. Installation of An Adequate Ac- 
counting System Which Provides 
for Continuous Internal Check. 


There can be little quarrel with 
the thesis that in no other business 
organization is an adequate account- 
ing system which embodies the prin- 
ciples of continuous internal audit, 
more important than in a bank. The 
inventory, cash, is subject to con- 
stant change. The liabilities consist 
of debts owing to a carefully pro- 
tected group, the depositors. Poor 
trusteeship has resulted more than 
once in loss to depositors through 
defalcations which exceeded the 
amount of the surety bond and the 
bank’s capital. In Federal Deposit 
Insurance Corporation, Receiver v. 
Mason et al. (15 Fed. Rep. (2) 548), 
Judge Maris held that the directors 
were personally liable for the un- 
warranted payment of dividends out 
of capital when “ordinary care and 
prudence in the administration of 
the affairs of their bank” would have 
disclosed “the need of an indepen- 
dent audit of the bank’s affairs by a 
competent outside accountant”. 

Based upon a personal inspection 
of the accounting systems of many 
banking institutions, the writer is 
of the opinion that no modern bank 
can function efficiently with out- 
moded records, cumbersome methods, 
and lack of a system of internal 
audit. In this connection it should 
be noted that accrual accounting is 
a necessary adjunct to any bank’s 
accounting system not only because 
it is indispensable for arriving at the 
correct position of the bank but also 
because it is an invaluable aid to 
the internal auditor in his control, 
of income and expense. 

Before proceeding further it may 
be well to state that no attempt can 
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be made in an article of this nature 
to indicate in detail the full role of 
the independent public accountant 
in aiding bank managements. The 
enumeration of the subjects which 
follow are intended to be merely an 
outline of some of the services which 
specialized accountants offer in addi- 
tion to the more important items 
already listed. 


3. Budgetary control. 


Budgetary control has long been 
successfully applied in aiding indus- 
trial managements. The importance 
of having predetermined standards 
of accomplishment to use in fore- 
casting probable results as an aid to 
bank management, however, has not 
been quickly recognized. The rea- 
sons for this are more apparent to 
bankers than to accountants. Most 
bank officials felt that banking, un- 
like other businesses, did not lend 
itself to standardization because of 
the fact that a bank’s inventory is 
cash and credit; it sells services in- 
stead of goods, and its profit de- 
pends chiefly on’interest rates rather 
than on differentials between sell- 
ing prices and costs. How, then, 
could estimates of income, expense, 
and ideal proportions of assets to 
liabilities be established in a busi- 
ness subject to such fluctuations 
and variables? Even if such factors 
could be controlled and projected, 
would the results justify the trouble 
and expense involved? 

Experienced public accountants 
have answered these questions by 
providing workable budgets for banks 
which are flexible and adjustable to 
meet changing conditions. 

The guidance of the accountant 
in correlating the vital elements 
necessary to insure budgetary con- 
trol in banks has provided a central- 
ized means of regulation and direc- 

tion as an aid to bank management. 


4. Tax service. 


It is no longer practical or profit- 
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able for a bank to attempt the filing 
of complicated income, excess profits, 
franchise, capital stock, or other 
taxes, unless it has the benefit of 
up-to-the-minute, expert advice from 
within or outside of its organization. 

Independent accountants often have 
succeeded in obtaining rebates of 
taxes overpaid by a bank. Other 
banks have erroneously paid taxes 
that could not be reclaimed. One 
institution paid a sizable income tax 
before a review by the accountant 
disclosed that the actual result of 
operations for the taxable period 
was a net loss. The unnecessary 
payment had come about from using 
an incorrect reserve account to re- 
flect losses on loans. This is an 
instance in which the accountant’s 
fee proved to be a much smaller 
item of expense than the cost of the 
error which resulted from a lack of 
“know how” on the part of the 
management. 


5. Other aspects of the independent 
public accountants’ role in bank 
management that should not go 
unmentioned include: 


(a) Application of tabulating to 
banking. 

(b) Proper treatment of reserve 
accounts particularly general re- 
serves which are considered as part 
of capital funds and valuation re- 
serves, allocated and unallocated. 

(c) Knowledge of costs which 
must be determined before any in- 
telligent yardstick can be developed 
as a means of applying service charges 
to customers’ accounts. 


(d) Review of organization and 
operations by bank-analyst account- 
ants to discover the reasons for sub- 
standard performance. 


(e) Preparation of borrowers’ fi- 
nancial statements by certified pub- 
lic accountants. 


The exigencies of war have acted 
to impede the forward march of the 
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independent accountants’ assistance * 


to bank managements. Personnel 
problems and tremendously increased 
industrial activity for strictly war 
purposes have served to obscure 
many problems that will be all too 
apparent in the post-war era. 

After hostilities cease, bankers and 
accountants will undoubtedly be 
faced with changed conditions, added 
complexities, and new accounting 
and financial concepts. To win the 
peace, as we say, bankers are going 
to call upon the outside accountant 
more than ever for help in placing 
their institutions in a position to 
transact the business of a changed 
America and an altered world. 

One perplexing problem that will 
be waiting to tax the ingenuity of 


accountants will be found in those 
banks that realize they are operating 
under not one, but three, accounting 
systems — accounting for practical 
bank operations, accounting for sup- 
ervisory authorities, and accounting 
for tax purposes. To combine the 
three systems into one which will 
furnish desired information for each 
purpose is just a single instance of 
what bankers may wish to achieve 
in the future. 

The role of the independent ac- 
countant in aiding bank manage- 
ments has widened and will widen 
further. Enlightened accountants 
specializing in the banking field will 
prepare themselves for the interest- 
ing task which they will surely be 
called upon to assume. 
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A World Balance Sheet 


By Everett J. MANN 


ONE of the functions of account- 
ing is to give businessmen and 
other interested parties a picture of 
the state of a business as of a given 
date. Such a picture is known as a 
balance sheet, and by analyzing it, 
certain relationships and problems 
of the business are brought out, and 
management is thereby able to de- 
cide how to better the condition of 
the business to give a more whole- 
some pattern in years to come. It 
would seem not illogical that a simi- 
lar analysis might be employed in 
the realm of diplomacy and inter- 
national statesmanship. Periodic 
balance sheets, presented to the var- 
ious diplomatic corps, should dis- 
close the problems to be overcome 
and the difficulties to be surmounted. 

The accompanying balance sheet 
attempts to show the position of the 
world at June 30, 1943. Among ac- 
countants there may be some ques- 
tion as to the presentation of the 
items, just as there would be in any 
balance sheet of a business. In the 
main, however, the picture is believed 
not to be an unfair one, and analyzed 
in the terms which any businessman 
might analyze his balance sheet, the 
picture shown is surprisingly good. 

Looking first at the current ratio, 
we note it is better than four to one; 
the ratio of current assets to total 
liabilities about three to two. Cer- 
tainly any business that shows such 
a ratio is in quite stable condition 
and can be considered to have ex- 
cellent prospects in the years ahead 
if management applies itself con- 
scientiously to the liquidation of its 
liabilities and the development of 
its non-current assets into current 
ones. 

But let us consider the World 
Balance Sheet point by point and 
note how each nation fits itself into 
the general scheme of things. Cash, 
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the most current of assets, is of 
course represented by the United 
States, the wealthiest nation of the 
world. This liquid asset, by its 
judicious use, can be used to strengthen 
and benefit the whole business. It 
can be used to liquidate current lia- 
bilities and to strengthen the charac- 
ter of other investments, and by so 
doing, enhance its own value. 
Accounts receivable are those 
assets most readily turned into cash. 
In this category are listed the United 
Kingdom and the British Domin- 
ions, whose production techniques 
are not quite equal to those of the 
United States or whose domestic 
economy may be impaired after the 
war. These will require a minimum 
of investment in both time and 
money to raise them toa status simi- 
lar to that of the United States. 
Occupying a place just below that 
of accounts receivable are the inven- 
tories, assets slightly less liquid than 
those above. In this category are 
Russia and Brazil. Russia, in its 
magnificent military effort, has al- 
ready given evidence that her fac- 
tories and production will be factors 
to be taken into consideration after 
the war. But her land and her in- 
dustries will have been so ravaged 
by the German invasion that it may 
take years to rehabilitate them and 
put her back into the place in the 
sun to which her power and energies 
entitle her. Slightly different is the 
case of Brazil which, undeveloped 
productively speaking, can still be- 
come one of the world’s essential 
nations through the production of 
coffee, rubber, and other tropical 
products. She, too, is a nation where 
the judicious employment of capital 
may well return large dividends. 
Thus, the total assets which may be 
regarded as current are, in terms 
of population of 449,000,000, well in 


September 











A World Balance Sheet 


excess of the world’s total liabilities 
of 336,000,000. 

Reasons of military expediency 
have compelled the United Nations 
to take over certain parts of the 
globe, which regions will be occu- 
pied until the war has been brought 
to a victorious conclusion. Included 
in these are Iran, Iraq, Syria, Ice- 
land, and Greenland. These will be 
returned to their rightful ownership 
in time. 


Included in the investment sec- 
tion of the Balance Sheet are the 
nations which are being held for 
long-term appreciation. They are 
the assets which have a potential 
value far in excess of their present 
one. Here again, the employment 
of liquid assets will return dividends 
as these countries develop. All of 
the British Colonies which have not 
reached dominion status are here in- 
cluded. Presumably they are not 
yet ready to become dominions for 
one reason or another. The case of 
India is here pertinent — India, a 
nation which is supplying two mil- 
jion men to the cause of the United 
Nations, which is inexhaustably 
wealthy, but whose stabilization and 
political future may require many 
years to settle. The Central and 
South American countries are in a 
position not greatly different from 
that of the British dominions. Their 
natural resources are large, but here 
again, development and_stabiliza- 
tion may require years before they 
can become true current assets. 


Placed below the investments on 
the balance sheet are the fixed assets, 
represented by China and Turkey. 
Although Turkish institutions have 
been modernized in recent years, it 
would seem she lacks the resources 
and manpower to be converted into 
a current asset within the next few 
years. The long-time conception of 
China as the sleeping giant fits in 
quite well with our balance sheet 
treatment of her as a fixed asset. 
Backward industrially, it will require 
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many more years to heal her terrible 
wounds of war, and it will be years, 
perhaps centuries before China can 
emerge from the ordeal through 
which she is passing. And yet, are 
not fixed plant assets, the machinery 
and equipment, the things which 
make possible the creation of cur- 
rent assets? Is their productivity 
not, after all, the basis of the real 
earning power of any manufacturing 
enterprise? So it may well be with 
China. Employment of capital in 
long-term investment in this vast 
nation may again bring great re- 
turns and greater benefit to the post- 
war world. 

The deferred assets are self-ex- 
planatory. They are the countries 
now occupied by the enemy which 
may be expected, within a relatively 
short number of years after the war, 
to return to the high places many 
of them held before the war, taking 
the hue of a more current asset with 
the passage of the years. The re- 
mote and undeveloped countries of 
the world may be expected to re- 
tain their position as deferred assets, 
possibly forever. 

Under Other Assets are listed Ar- 
gentina and the Irish Free State. 
‘They have been, possibly not with- 
out reason, inimical to the cause 
of the United Nations and belong 
rightfully, it would seem, in the class 
of assets of dubious value. From 
another standpoint, it is possible 
they may be converted into produc- 
tive members of the world com- 
munity in far less time than may 
some of the assets now holding a 
place above them on the balance 
sheet. At this date, however, they 
must be classed merely as “Other.” 


The accounting definition of a cur- 
rent liability, of course, is one which 
must be liquidated within one year. 
Possibly the world’s current liabili- 
ties will take longer than that to 
liquidate, but they are made up at 
least of the smaller nations of the 
world whose long-term intents can 
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be hardly other than peaceable. Plac- 
ing Finland at the top of the list is 
perhaps a mistake in view of pres- 
ent diplomatic relations of the United 
Nations with that country. If this 
nation seems at present misguided 
or misled, it is justifiable in the light 
of her rape in 1939 by her long-stand- 
ing enemy to the east. Given justi- 
fiable territorial claims after the war, 
plus democratic leadership, Finland 
may easily become one of the world 
federation, working to maintain its 
peace. 

For twenty years Italy has been 
duped and hoodwinked by the mounte- 
bank at the head of her government. 
By this time she should be convinced 
that she has no chance of becoming 
a second Roman Empire in this age 
of coal and iron. It should be evi- 
dent to all of her citizens that war 
can bring only sorrow and disillu- 
sionment. If the future Italian gov- 
ernment remains untainted by Fas- 
cism, her peace-loving people should 
soon take their place as assets in 
the world community. 

For various reasons Rumania, 
Manchukuo, and Thailand are listed 
as current liabilities. Rumania is 
realizing she can at best be a pawn 
in any Axis-dominated world and 
that she has nothing to gain by ally- 
ing herself with the covetous nations 
of the world. Manchukuo was the 
world’s first sacrifice to Japanese 
barbarity. Returned to union with 
her true cultural affiliates, she should 
soon become a valued member of 
the freedom-loving Chinese nation. 
Thailand is a victim of circumstances. 
With a strong China to her north, 
there should be little question her 
ultimate intentions will be peaceful. 

Listed among the deferred liabili- 
ties of the world are Bulgaria and 
Hungary, both of whom fought against 
the United Nations in World Wars 
Iand II. Here again, these are small 
nations, and surrounded by powerful 
peaceful nations who will keep them 
in hand, they constitute no great 
menace to postwar stability, but must 
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be listed as deferred since their past 
intentions have been primarily war- 
like. 

Also listed as deferred is Spain 
whose problem is somewhat differ- 
ent. Spain today stands as the mon- 
ument to the incredible stupidity of 
United Nations diplomacy which al- 
lowed her to be invaded by foreign 
troops and her elected government 
to be overthrown by outside inva- 
sion. In Spain was the genesis of 
World War II, and tragically enough, 
nothing will apparently be done about 
her after this war has been fought 
to a victorious conclusion. In some 
respects Spain is the number one 
problem for post-war planners, and 
she might well deserve a separate 
position on our world balance sheet. 
Just as were the American dicker- 
ings with the Fascists in North Af- 
rica immediately after our invasion 
there a blow to our prestige among 
the smaller nations of the world, so 
will the position Spain may be al- 
lowed to occupy after the war be a 
blow to our prestige in a post-war 
world. Since, however, the United 
Nations have the strength to do 
something about Spain, she may ten- 
tatively be listed as a deferred lia- 
bility. 

Of the fixed liabilities little need 
be said. They are constituted simply 
enough by the nations of Japan and 
Germany whom history has shown 
to be incorrigible and warlike. The 
problem of making them productive 
members of the world society may 
require many, many years just as 
the fixed liabilities of a business re- 
quire many years to liquidate, but, 
intelligently planned, this liquida- 
tion should be accomplished. ES 

Coming to the net worth section 
of our Balance Sheet, we find that, 
out of a world population of some two 
billions, there is an excess of free- 
dom-loving people of the earth over 
their enemies of 1,332,500,000. Such 
a net worth picture in any business 
would augur well for its future, and 
from this we may take hope that the 
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world in future years may well be 
a better place in which to live. 

Let us look at one more ratio— 
that of total assets to total fixed 
liabilities. It will be seen to be about 
nine to one. No businessman would 
allow such a ratio to disturb him 
unduly about the future of his bus- 
iness. Viewed in its proper perspec- 
tive the fixed liabilities of the world 
present a problem certainly not too 


It would be well to reiterate that 
the World Balance Sheet is not a 
panacea for the ills that beset the 
world, but rather an appraisal of the 
world present position, evaluating it 
in terms of its basic net worth. It 
should tell us where we stand today, 
just as a balance sheet tells any busi- 
ness man where he stands. The 
policy-making and the decisions are 
thenceforth up to him. 





difficult of solution. 
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(1,000’s omitted) 
ASSETS 
Current 
Cash: 
United States of America and Territories............ 150,000 
Accounts Receivable: 
ACEO TAMIAMI ou: sien ci ace Woe neneed ewes 45,000 
PREG PICIMIONS = 6 0.5.5 6 oh ohin oc eee eeeeioane ees 24,000 69,000 
Inventories: 
OME Ra 5's ote ccc wie g eile aaa aE 190,000 
ERIE ie isi Sk ra15 2G x oes cin wiole Moreen 40,000 230,000 
Totak: Current-Assets~ co .cccuhisencedeesome meee ceme ens 449,000 
Assets Held in Trust 
Territories Occupied by United Nations including Iran, 
trae: Syria, Iceland, Greenland, ete. << cisccuctaccnceses 23,400 
Investments 
pee tar COMOROS: ia:'s: cistoaing od xo scicoreiemesere Solem acne 431,000 
Mexico, Cuba, Panama, and Central American Countries.. 31,000 
South America (Except Brazil and Argentina)........... 30,000 492,000 
Fixed 
RIO ooo tess bn Oe giee We Ween koe eee eee eee 450,000 
MEU RO sc -c: is) cle.crssavarw'ers: « 4's: 6isiocersis he wew stems iale Onn cin aetoreiometeds 13,700 463,700 
Deferred (Occupied by Axis) 
PERMIT oo ox: 36. G.aisckia' 6 STs dl se ase WL Wels CSR eR eae Te ee 42,000 
RQNRGING, os soi sose ns 01a; 0's oe Sar diake ainaig eater ete ma aeeTe ae Seats 8,200 
GSAOONUSIOVANIA) x 6 0 deis. cite gah dies Ook He beers Cae e en 12,000 
Peetp erect let 5. 6.5.0'e! a(x so 1s/6.e <i cceiave cheval aval er ne aera eras 3,600 
MERGE oes s: oes scl aka Sie aiacalwre sien 9 8Ce Ol OR EO ESE ORO 6,500 
Netherlands:and Dutch Empite..... 0.0 occsssciiteceecess as 68,300 
TEMES oc rax bres (srs cievenaiaie’sessseve Sirah wate clei Slsiae ta we, cramer a ereeraare 2,800 
ING 5. orcs /aisctaiin us avs o's:4,5 6 csc ainleiieke ore Sed eae aL a aPnOr 30,000 
OSIRIA “sa.oiinssaver-ctn's ox ar ece.m. ts dia arava alae aearenaonalaveleteteae irre NG 14,000 
Remote and Undeveloped Countries of the World........ 40,000 227,400 
Other 
PRR SCI AS So. 4) oc 0s0:eca.inc esis orerds ocd: 4 Slo bee Wi ete eR Sea 10,000 
Brish: Free: Stat@.. 606s ce tc sincascecocveese te mace ceeswnnees 3,000 13,000 
po): ee ee ne er ee rae rec err ene Meer rer Fm ee 1,668,500 


World is contingently indebted to Fighting French, Ethiopia, and to Belgian 
Colonies for services rendered to the cause of freedom. 
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LIABILITIES 
Current 
Finland ...... sma Grate asaCiah uate ele wre bie aie clase ew iaie im catatone Maas eae 
MUN he ig etch i ster Suture o/s catayh sai Satin te Dhol Ae SAR eeRRR eter Sie 
Re URR EINE II ics og iat cna asia ese GSA Sie Rie Gres BET OW aS 
NMPRIRINRNNS 2 S08 5 sia ha ca cdg da dw SAO ee SASSER NRE Bh 
MRT 2 rc tale oil oS Nie cs u:9 wi bari'w Fae Ad hSDN 


Deferred 


CTS Sg She 2S Ae ee CO 
ENE oe 6.8 Sosa Sara gnans-oe 4 ORGS Naw ewe stew aaa ne 
PENNE Gn od wand dtd 5 noo uae ee ew Ree elew 4-0 -othealasyyeee’s 


Fixed Liabilities 
SRE iss ce ests hidie syle Px Se TRO OUGE AOD a aw AE 
RERRMERE MURINE 65 5:6,0)6 0 05 dies a9 5 date Cae Warslaleinits o'es.6 


MNOCAN A SAOMNIII OB 55 0,636 ois ai lergiayslaieisia Swe eaye we 


Net Worth 
Excess of ‘the peaceful and freedom-loving peoples of the 
earth over their enemies and the vassals of their enemies 











3,500 
44,000 
14,000 
35,000 
14,000 110,500 
22,000 
6,000 
12,500 40,500 
80,000 
105,000 185,000 
edosncnahn sto 336,000 
1,332,500 
(Msn ieowks 1,668,500 











It is the Patriotic Duty 


of Every American Citizen to: 


GIVE to the Red Cross 





BUY United States War Bonds and Stamps 
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Never have Personnel Statistics been so 
important. Government requests for — 
analyses of Personnel Records are 
increasing. Company interest in these files 
is at a peak because of their relation to 
the manpower needs of the armed services 
and essential industries. 

Why thumb your way through thousands 
of cards for wanted data when you can 
apply McBee Keysort and get it quickly 
and accurately, without the use of trained 
operators or costly machinery and 
equipment? 
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